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EXECUTIVE SUMMARY 
Capacity development (CD) has been essential to the development agenda of the Lao 

People’s Democratic Republic (Lao PDR) and an important part of assistance from the Asian 
Development Bank (ADB). This special evaluation study (SES) was designed to assess the 
effectiveness of different CD approaches, to identify factors that influenced the outcome of 
assistance, and to recommend improvements for future operations. The SES included loan and 
technical assistance (TA) projects in the agriculture, power, road transport, urban development, 
and water supply and sanitation (WSS) sectors that were approved between 1990 and mid-
2003.  

In the Lao PDR, CD is taking place in the context of limited human resources, a 
continuously changing organizational landscape, an only slowly reforming public administration, 
parallel processes of political and administrative decision making, and minimal financial 
resources for recurrent expenditure. These conditions illustrate the central need for developing 
capacities, but also constitute parameters that adversely affect the process. A further problem is 
the general absence of a definition and approach to CD. Initiatives lack structure and a 
systematic approach to developing capacities, which is reflected in the findings of results.  

Dividing the CD assistance process into three phases—diagnostic, design, and 
implementation—the SES found that the process suffered several weaknesses. While a large 
number of staff in government agencies had met with diagnostic teams, their participation was 
limited to providing data rather than participating in an analytical process to identify key 
problems and relevant solutions. The quality of diagnostics varied across sectors and projects, 
but generally they lacked analytical depth and thus rather broad statements were made about 
capacity weaknesses and their causes. A CD strategy was developed for one sector (urban 
development), but otherwise assistance was reactive to evolving needs. CD objectives were not 
well articulated, and anticipated outcomes were not stated in terms that would allow focusing 
assistance and measuring outcomes. Implementation plans focused on project inputs, i.e., 
training and consultants, rather than on organizational changes that could be sustained. 
Implementation suffered from (i) lack of staff and resources; (ii) a mechanistic adoption of new 
systems without an understanding of their purpose, thus rendering systems ineffective; and (iii) 
a common, but ill-documented, practice of capacity substitution. The latter meant that CD 
resources were used in place of local ones, in the absence of which capacities cannot be 
developed or sustained. 

To assess CD results, the SES faced the problem that baseline information was 
inadequate to assess impacts, and continuing assistance does not allow determination of 
whether and to what extent existing organizations can operate on their own. To address this 
problem, the SES reviewed planned against realized outputs and organized focus group 
discussions during which staff of organizations undertook self-assessments of existing 
capacities and weaknesses. The SES findings indicated that capacities had been developed in 
several areas, although without a consistent pattern or comprehensive coverage, and fall into 
two main areas: the operating environment of organizations (policy, legal, and budget 
frameworks, interaction with communities and the private sector, and interorganizational 
relationships), and organizational development (service delivery and internal management). 

The overall policy framework for CD was addressed only in one early loan, which 
required setting up the department of public administration. Subsequent ADB assistance has 
been sector-focused, while the United Nations Development Programme (UNDP) assisted in 
broader public sector reforms. ADB assistance to the urban development sector contributed to 
establishing the policy and legal framework for newly created agencies with sole responsibility 
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for urban development and administration. This result was a substantial achievement, although 
assistance was required and provided by UNDP to further develop local government legislation. 
ADB made a similar positive contribution in the agriculture sector, where a policy framework 
was developed for consultation with development partners. In the agriculture, urban 
development, and WSS sectors, capacities were built for line agencies to interact better with 
communities, whether to engage them in greater participation or to undertake awareness 
campaigns. Building capacities in private sector participation was mixed. In the power sector, 
public-private partnerships have been effective in developing organizational capacities of power 
generating entities. However, not as much progress was made in the road, urban development, 
and WSS sectors, where contracting services out to the private sector is limited or nonexistent 
(urban development and WSS) and private construction companies face several problems (road 
sector). Interorganizational relationships were hardly ever considered in CD assistance, but 
some problems in this respect were experienced in the agriculture (forestry) and urban 
development sectors. 

In developing organizational capacities, CD assistance did not include an explicit focus 
on clients and service provision that was articulated in terms of organizational performance 
criteria, such as quantity and quality of services, and number of clients served. Instead, project 
management functions became confused with service functions, and a preoccupation with 
projects prevailed that diverted attention from improving regular provision of services. No 
workload assessments or analysis of skill mix requirements were undertaken, which makes it 
difficult to verify the general perception, expressed by all agencies, of understaffing in terms of 
staff numbers and qualifications. Training courses were organized to meet specific needs, and 
the self-assessment of trainees indicated that their efficiency and efficacy increased, but 
performance data to corroborate such self-assessments do not exist. Infrastructure and 
technology improvements were made in the case of most projects. In terms of internal 
management, new organizations were set up in the urban development sector and provided 
with an organizational structure and strategic plans. Several other sectors received similar 
assistance. The preparation of strategic plans continues to receive assistance from ADB and 
other development partners, which implies that local capacities are insufficient to undertake 
these tasks without external support. Human resource management practices received no 
attention in CD assistance other than the preparation of human resource development plans for 
a select number of line agencies. These plans remained unimplemented for lack of funding.  

While the different approaches used in each sector seemed relevant to and effective in 
their context, the overall impact of CD assistance was scattered. The high level of continuing 
CD assistance and the self-assessments of current strengths and weakness (undertaken as 
part of the evaluation) indicated that local organizations are not yet sufficiently developed to 
function without external assistance. Areas in which capacities were developed are not well 
documented, which impeded efforts to draw systematic lessons from the experience. Weak 
results can be explained as follows: 

(i) Constraints. Human resource weaknesses, staffing and remuneration policies and 
practices, and financial constraints on part of Lao PDR seriously affect the way in 
which CD assistance is perceived and used (mostly as capacity substitution). These 
circumstances affect the extent to which assistance can be effective and need to be 
addressed by the Government to achieve fundamental changes to CD assistance 
and its results. 

(ii) Process. Weak diagnostics meant that no clear understanding existed of the 
problems that needed to be addressed, nor was consensus and ownership built 
around the suggested solutions. The design of CD assistance suffered as a 
consequence: objectives were not articulated well and anticipated outcomes not 
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specified. As a result, implementation focused on delivering inputs and carrying out 
activities, often using project inputs to substitute for local resources rather than 
developing capacities. 

(iii) Scope. CD is often equated with training or provision of consultants’ services. The 
lack of a framework, which recognizes CD needs in the operating environment of 
organizations and for organizational development, affected the approach and results 
that CD assistance has had. Individual CD activities were scattered rather than 
systematically structured and sequenced, which affected the extent to which ADB 
assistance had an impact on capacities for sector and public resource management. 
Fundamental issues of public sector management, including human resource 
development and financial management, were not addressed. 

The evaluation suggested ADB to take a systematic approach to reviewing its approach 
to CD assistance. A working group on CD was created at the time the report was finalized and 
has taken up a number of recommendations made in the evaluation. Specifically, the working 
group will determine a definition and framework for ADB CD assistance, and define approaches 
and tools kits for putting these into practice. As such, the evaluation will have an organization-
wide impact.  

For Lao PDR, a number of recommendations were made to address systemic issues in 
the areas of financial and human resource management, review and adjust policies on the 
purpose of CD assistance (moving away from using it for capacity substitution), increase 
participation in diagnostic and design phases to increase ownership and commitment, and 
recognize the need for building service delivery capacities rather than focusing on project 
implementation alone. 

 

 
Eisuke Suzuki 
Director General 
Operations Evaluation Department 



 

 

I. BACKGROUND 

A. Country Context 

1. Capacity development (CD) constraints vary from country to country. Some of the most 
prominent factors that affect opportunities and outcomes of CD assistance to the Lao People’s 
Democratic Republic (Lao PDR) include the following. 

2. History plays an important role in determining the political and organizational landscape 
in which CD assistance takes place. The Lao PDR was founded in 1975 after a period of 
political turbulence that ensued after the colonial rule of France came to an end and in which the 
war involving Viet Nam and the United States of America affected the Lao PDR. All of these 
events resulted in the displacement of people—an exodus of an estimated 300,000 people, 
largely from the educated elite and professionals—and the reeducation of some of those in 
higher positions who chose to stay.1 The civil service system that existed in 1975 was not well 
developed.2 The rugged terrain and insufficient communications system limited the extent to 
which a common administrative system could be set up and managed under central control, 
leaving considerable powers to provincial authorities. Further, the type of civil service 
administration reflected the parallel political decision-making apparatus and administrative 
structure that executed party decisions. 

3. The Government adopted a reform agenda—the New Economic Mechanism—in 1986, 
which was the starting point for a gradual opening of the economy and for organizational 
reforms. The process of change has been continual, but direction and impetus have not been 
uniform. Instead, a difficult process of defining roles and responsibilities of agencies at the 
central level and between the national and subnational levels evolved. For instance, the 
centralization of functions that took place under the 1991 Constitution is, at least partly, being 
reversed with more recent decentralization efforts. Each central ministry is replicated at the 
provincial level, but with dual reporting lines, i.e., to the line ministry and to the governor. The 
latter has the rank of a minister, is influential, and is normally a high-ranking party official. The 
organizational landscape has not been consolidated and still undergoes frequent changes. New 
agencies or departments within ministries are created—often at the behest of external 
development partners—and their roles can be redefined over time, merged with other 
departments, or revised altogether. Interorganizational relationships are often ill defined, thereby 
creating overlaps or gaps that require realignment. The resultant lack of continuity affects the 
extent to which CD assistance can be effective. 

4. The weak human resource base at the outset of establishing the current administration 
was not aided by the inadequate pipeline of potential recruits: the pool of qualified people that 
enters the civil service is determined by a small population with generally low education levels.3 
According to Klauss (footnote 1), in 1996, 49% of civil servants had primary and some 
                                                           
1  Klauss, Rudi. 1997. Laos: The Case of a Transitioning Civil Service System in a Transition Economy. Academy for 

Educational Development. 
2  Klauss (footnote 1) describes how the civil service had first served a monarchic system during the founding period 

of the Kingdom of Lane Xan, and was then replaced with a colonial system that was governed by a small French 
elite and managed by Vietnamese administrators. The intervening period between the end of the colonial rule and 
the founding of the Lao PDR was turbulent and not conducive to developing strong administrative systems. 

3  The adult literacy rate improved from 44% in 1985 to 75% in 2001 (ADB. 2003. Country Strategy and Program 
Update (2003–2005): Lao People’s Democratic Republic. Manila.), but secondary school enrolment rates are still 
as low as 50%. These figures are indicative of the on average low levels of basic education that new recruits have. 
The situation is more pronounced at provincial and district levels than at the center. 
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secondary education, 36% had a professional background (teacher training or 
vocational/technical education at secondary school level), and 15% had post-high school or 
university education. These figures explain the low level of education that government staff has 
had prior to participating in CD assistance, which affects staff’s absorptive capacity and the level 
of sophistication that CD initiatives can attempt. 

5. A further challenge is seen in the many factors that affect incentives for good 
performance. Selection, recruitment, appointment, and promotion principles for public service 
employment are not performance based. The value of public sector salaries has been 
deteriorating in recent years (for instance, real salaries of senior civil servants declined by 71% 
between 1994 and 1999).4 Hierarchical structures rather than initiative and self-motivation have 
been the norm, although with a younger generation of staff rising in the public service this might 
be changing. However, none of these factors provides incentives to excel in performance. New 
private sector opportunities (with 10-fold or higher salaries than in comparable government 
positions) attract qualified and motivated individuals. As a result, organizations generally suffer 
from a lack of staff, with few competent individuals overstretched as they attend to several tasks 
and projects simultaneously. The Government introduced changes over the past 5 years to 
improve the professionalism of the public service, but “the structure and capability of public 
service is still far below that required to realize the country’s potential.”5 

6. Finance is another concern for CD. Recurrent funding affects the implementation of CD 
assistance and the sustainability of results: if no funds exist to pay for salaries and regular 
expenditure, whatever capacity has been developed will not continue to function. The national 
budget for fiscal year 2000/01 shows that 61% of total public expenditure was for capital 
investments (which is high by regional standards) and the remaining 39% was for recurrent 
expenditure.6 These figures imply that only a fraction of costs of regular operations can be met, 
leaving organizations continuously dependent on external funding even for performing regular 
functions. Weaknesses in revenue collection are one explanation for limited government funding 
for recurrent expenditure, but much of capital expenditure (75%) is financed (and thus driven) by 
external agencies.7 These externally funded investments have short-term implications for 
counterpart funding (requiring government resource allocations to match foreign-funded capital 
investments), but would require (in the medium to long term) an increasing allocation for 
recurrent expenditure for managing and maintaining capital investments. However, these 
consequences are often not considered at the time projects are appraised and approved, 
resulting in insufficient allocations for requisite recurrent expenditure in subsequent years.8  

B. Asian Development Bank Assistance 

7. CD gained prominence in ADB as a whole since the beginning of the 1990s with an 
increasing emphasis on governance and greater attention being focused on the performance of 
technical assistance (TA), as an important vehicle of CD assistance. A recent review of ADB’s 
                                                           
4  ADB. 2000. Key Governance Issues in Lao PDR. Stocktaking and Implications for ADB’s Operational Strategy. 

Manila. 
5 ADB. 2002. Country Strategy and Program Update (2003–2005): Lao People’s Democratic Republic. Manila. 
6  World Bank. 2002. Lao PDR Public Expenditure Review. Country Financial Accountability Assessment. Joint 

Review of World Bank, International Monetary Fund, and Asian Development Bank. Washington, DC. 
7  In the national budget, all external project funding is recorded under capital investments, even if loans contain 

elements that would be more appropriately recorded under recurrent expenditure, such as consultants performing 
line functions, funding for supplies, or cost of logistics (footnote 6). 

8  A further indication of aid dependence is that 80% of public sector procurement is funded by external agencies, 
suggesting that only few of the requirements for recurrent expenditure are met by government revenue (footnote 
6). 
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poverty reduction strategy9 suggested that CD become an additional thematic priority, and a 
working group was established to develop approaches for enhancing the effectiveness of CD 
assistance. 

8. The Lao PDR joined ADB in 1966 and until December 2003 borrowed $1,043 million in 
concessionary loans and received about $71 million in grant money for advisory TA. The 
importance of CD in ADB’s program is illustrated in successive country strategies, each of which 
had CD as central theme. The first country operational strategy for the Lao PDR (1991) 
highlighted that, in addition to policy advice “assistance for institutional strengthening [represent] 
potentially the most important long-term developmental activities in which the Bank can engage. 
They should, therefore, be a central focus of the Bank’s operational strategy.”10 The same 
document described organizational development issues for each sector that ADB assisted and 
for public administration in general. The second country operational strategy11 (1996) continued 
to emphasize the importance of CD, making it one of the four vital considerations for the 
strategy, and linking it to economic growth and poverty reduction goals. It stated “the Bank will 
place important emphasis on the policy and institutional framework necessary to convert 
aggregate income growth into balanced, shared and sustainable growth. The Bank will assist … 
with building the country’s institutional capacity to manage a growing economy and modernizing 
society.” The 2001 country strategy and program12 adopted good governance through policy 
and organizational development as one of the three areas through which to attain the 
overarching goal of poverty reduction. This strategy advocated improving accountability and 
increasing stakeholder participation at all stages of planning and implementation and stated 
“institutional capacity of the Government and local agencies and efficient delivery of public 
services must be addressed as an integral part of all ADB operations.”  

C. Defining Capacity Development 

9. The CD concept evolved from an initial focus on competences of individuals to the 
capacities of organizations and countries. Various CD definitions13 exist that tend to converge 
on a holistic approach expressed in, for instance, the definition of the United Nations 
Development Programme (UNDP): 

“Capacity Development: The process by which individuals, groups, organizations 
and countries develop, enhance and organize their systems, resources and 
knowledge—all reflected in their abilities (individually and collectively) to perform 
functions, solve problems and set and achieve objectives. Capacity development 
is also referred to as capacity building or strengthening.”14  

10. ADB does not have a definition of or guidelines for CD assistance. Therefore, this 
special evaluation study (SES) drew on the above definition and used previous evaluations15 to 
develop a working framework, which includes the context in which organizations operate – 

                                                           
9  ADB. 2004. Review of ADB’s Poverty Reduction Strategy. Manila.  
10  ADB. 1991. The Bank’s Operational Strategy in Lao PDR. Development Assistance in a Transition Economy. 

Manila. 
11 ADB. 1996. Country Operational Strategy Study for Lao People’s Democratic Republic. Manila. 
12  ADB. 2001. Country Strategy and Program. Lao People’s Democratic Republic. Manila. 
13  The special evaluation study did not attempt to conduct a comprehensive literature review, which is being 

undertaken by the Working Group on Capacity Development (para. 7), which will also provide a glossary of terms. 
14  UNDP. 2002. Handbook on Monitoring and Evaluation for Results. Evaluation Office. New York City. 
15  ADB. 1999. Special Evaluation Study of the Effectiveness and Impact of ADB Assistance to the Reform of Public 

Expenditure Management. Manila; ADB. 2003. Special Evaluation Study on ADB Capacity Building Assistance for 
Managing Water Supply and Sanitation. Manila. 



 

 

4

social context, frameworks (policy, legal, and budget), and interorganizational relationships – 
and dimensions of organizational development, all of which affect individual and organizational 
performance, which are at the core of CD.  

11. The definition and framework reflect the notion that (i) organizations operate within a 
context, and thus CD needs to be broader than organizations or individuals; and (ii) to attain 
improvements in operational performance, changes are often required across various 
dimensions of an organization, i.e., service delivery capacities (clients and services, human 
resources, and technology) and internal management (structure, processes, and financial and 
human resource management). The SES focused on organizations, whose capacities were to 
be built, and reviewed whether context factors were diagnosed or CD assistance was designed 
in such a way that organizational and individual performance could be improved. The CD 
framework is further explained in Appendix 1. 

12. The framework was needed to take the evaluation beyond the more common, but limited 
focus on inputs (training and consultants) and to provide a systematic overview of ADB CD 
assistance. Figure 1 illustrates how ADB’s instruments can be employed to provide CD 
assistance at different levels.  

Figure 1: Asian Development Bank Capacity Development Instruments 

 

 

 

 

 

 

 

 

 

D. Evaluation Objectives and Scope 

13. The SES was designed to assess the effectiveness of different CD approaches used in 
the Lao PDR and to identify factors that affected (positively or negatively) CD outcomes, and 
thus recommend improvements for future operations. The SES aimed to analyze approaches 
used for dealing with (i) decentralization and transfer of responsibilities and authority from one 
agency to another; (ii) public resource issues, i.e., responsibilities for raising, collecting, 
allocating, and spending revenues and monitoring their use; (iii) organizations that have a rural 
focus and those with an urban focus to identify whether CD approaches differed; and (iv) 
comparing approaches that were used for setting up new organizations as compared to working 
with long-existing ones. The scope of the SES included assistance provided (i) between 1990 
and mid-2003, representing 80% of lending and 65% of advisory TAs to the Lao PDR or $836 
million in loans and $46.5 million in advisory TA grants (Appendix 2); and (ii) to the agriculture, 
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power, road transport, and urban development sectors, including water supply and sanitation 
(WSS). These sectors received the majority of lending and TA during the study period.16 
Appendix 3 provides a list of loans and TAs included in the SES. 

14. The CD framework (para. 11) was used to determine how comprehensive ADB’s CD 
assistance to the Lao PDR was and to identify which aspects of CD were covered 
simultaneously in each of the sectors. Planned outcomes as stated in loan and TA design 
documents were used as the benchmarks to evaluate the efficacy and sustainability of 
outcomes. The CD process (diagnostics, design, and implementation) was analyzed to assess 
relevance and efficiency of assistance. Appendix 4 provides the evaluation design matrix.  

15. To determine outcomes, the SES drew on final reports of consultants, completion and 
evaluation reports, and selected back-to-office reports of project review missions. In addition, 
the SES collected feedback from stakeholders17 through key informant interviews, participatory 
self-assessments (facilitated focus group discussions), and questionnaires (addressed to 
managers and staff of Lao PDR agencies, and domestic and international consultants). Survey 
results were compiled separately for respondents in management positions (referred to as 
managers in this report) and for staff. Weaknesses of the survey included (i) lack of baseline 
information, which made survey results dependent on more subjective recall; (ii) unfamiliarity of 
respondents with CD concepts and definitions; and (iii) problems of differentiating diagnostic, 
design, and implementation phases. Nonetheless, the survey findings provide interesting 
insights into the perspective of key stakeholders in the CD process. Fieldwork was undertaken 
from September to November 2003. Geographic locations for fieldwork were chosen based on 
the areas in which loans and TAs provided assistance, which optimized resources for fieldwork 
since locations were selected where more than one agency had benefited directly or indirectly 
from CD assistance. Appendix 5 provides details on the agencies, locations, and types of 
fieldwork conducted. 

16. The report is structured to first analyze the process by which the need for CD assistance 
was diagnosed, and assistance designed and implemented. That analysis is followed by an 
assessment of results in the four areas of the CD framework (i.e., social context, frameworks, 
interorganizational relations, and organizational development). The concluding chapter 
summarizes changes in organizational performance and provides an overall assessment, 
lessons drawn from the experience, and key issues for the future. 

II. THE CAPACITY DEVELOPMENT PROCESS 

A. Diagnostics: Identifying Problems 

17. To understand how CD needs had been identified, the SES reviewed reports and 
recommendations of the President, TA papers, and consultants’ reports of loan and TA projects. 
Executing agency staff at various levels were interviewed to determine whether and to what 
extent they participated in identifying CD problems, and how well they understood the process 
and its purpose. The following analysis summarizes the quality of CD diagnostics, but does not 
reflect on the quality of project preparation in general. A loan or TA may have diagnosed 

                                                           
16  During the period, most lending was approved for the road sector (25%), energy sector (22%), urban development 

and WSS sectors combined (17%), followed by the agriculture sector with 12%. Most advisory TA funds were 
approved for governance (18%), agriculture (17%), and finance and road sectors (13% each). 

17  Officials from central, provincial, and district governments, project beneficiaries in communities, and 
representatives of other development partners. 
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correctly important development or sector issues, but not faired as well in the area of CD (or 
vice versa). 

18. Ownership. Diagnostic reports frequently mentioned consultations with and consent of 
senior government staff, as an illustration of ownership. However, assessments of ownership of 
different stakeholder groups were not documented and thus their quality and influence on CD 
design cannot be assessed. The survey confirmed that consultations happened largely at 
management level (almost 100% of respondents in management positions had participated in 
the diagnostic) and among selected technical staff (80% of respondents). Thirty-eight percent of 
managers felt that specific CD needs had been identified, while 30% felt that these needs had 
been defined only in general terms. Only few respondents (from only two agencies) indicated 
that internal brainstorming sessions had been used to identify CD requirements. Even fewer 
respondents reported that CD needs had been identified in collaboration with consultants. 
Instead, diagnostic teams18 had collected data rather than engaged in a joint exercise to identify 
and discuss weaknesses and development needs. Only a small number of respondents from 
two agencies reported that all technical staff had been interviewed, which indicates that 
assessments of staff qualifications were based on reports of managers and supervisors rather 
than first-hand tests. Geographically, consultations focused on central agencies. Provincial 
government agencies had limited interactions during the diagnostic process. However, several 
sectors reported community consultations during the diagnostics: in the agriculture and urban 
development sectors, over 40% of staff 
respondents reported that diagnostic 
teams held village/community-level 
consultations. The percentage was much 
lower (13%) for the WSS sector.19 

19. Quality of Analyses. Each loan 
or TA project discussed various CD 
issues falling within the framework (para. 
11). Descriptions ranged from broad 
statements such as “capacities are weak” 
to detailed lists of problems within and 
outside organizations. However, project 
documentation mixed the discussion of 
problems with information on ongoing 
assistance, government objective and 
initiatives, and ideal standards without 
clearly separating (i) current capacities of 
organizations, (ii) existing problems, (iii) 
ongoing CD programs, and (iv) problems 
to be addressed by the project. Ongoing 
initiatives were presented as government 
choices without any differentiation made 
between those driven by government and those undertaken and sustained by consultants. Only 

                                                           
18  Diagnostic teams were defined as teams consisting of ADB staff, with or without consultants (domestic or 

international), working on project identification, e.g., as part of a project preparatory TA or in the course of an 
advisory TA, if that TA’s main objective was to analyze the organization. 

19  Perceptions differed considerably between managers and staff and between sectors. For instance, 78% of 
managers in the agriculture sector reported that village organizations were consulted compared with 42% of staff 
respondents. In the road sector, 100% managers believed that only provincial level organizations were consulted, 
while staff responses included also other stakeholder groups. 

Box 1: Quality of Analysis – An Example from the 
Agriculture Sector 

 
A somewhat more comprehensive approach to diagnosing
organizational weaknesses was used in the final report of a
project preparatory technical assistance for the Decentralized
Irrigation Development and Management Project (TA 3189-
LAO). The report reviewed the capacities of five agencies (at
central, provincial, and district levels) in the areas of project
implementation, ongoing support to water user associations
(WUAs), and support to project beneficiaries. Project
implementation capacities were described in terms of goals
or policy, leadership, organization, strategic and legal
framework, and planning and program development; the
capacity to support WUAs in terms of irrigation
implementation capacity, operation and maintenance
planning, agriculture extension, benefit monitoring and
evaluation, and staffing; and the capacity to support project
beneficiaries included involvement of beneficiaries in project
design and decisions and reputation with customers. The
diagnostic described briefly the agencies against each of
these criteria, providing extensive coverage of important
capacity development components. In the case of one or two
other projects, diagnostics analyzed in detail human resource
competences and assessed staffing levels as compared to
workload, and skill mix versus skill requirements. 
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in very few cases were the causes of problems identified and documented—for instance, poor 
service delivery or lack of staff can be due to a multitude of factors. Instead, manifestations of 
capacity weaknesses were described, but relevant cause-and-effect relationships or priority 
needs/core problems were not established. As a result, the need to develop organizational 
capacities was stated even if problems originated in the organization’s context.20 Important 
underlying factors such as the political system (which determines personnel and organizational 
changes, resource allocations, and so forth), funding issues (para. 6), interorganizational 
relationships, or people (stakeholders that support or oppose organizational change) were often 
not examined, or only examined in broad terms. Contextual factors (such as legal or policy 
frameworks) were discussed when they directly concerned organizations (e.g., a law that set up 
and determined the responsibilities of an agency), but other framework conditions were 
analyzed from a sector perspective rather than one from which organizational implications were 
identified. Framework conditions outside the sector were often not taken into account, even if 
they affected organizational performance.  

20. Sector Differences. Documentation of loans and TA projects in the agriculture, urban 
development, and WSS sectors tended to have more detailed descriptions of organizations and 
their weaknesses, while that in the road and power sectors focused on infrastructure (hardware) 
and covered organizational aspects to only a limited extent.21 In terms of diagnostic approach 
and coverage, there was not much difference between the agriculture and urban development 
sectors with the exception that the agriculture sector included information on end users, as they 
were part of the implementation arrangement. The power and WSS sectors used organizational 
performance criteria to assess existing capacities in some areas and identify problems. A 
comparison of projects over time showed that more recent loan and TA projects included more 
details, reflecting an increasing understanding of issues and greater demands on documenting 
CD concerns (para. 7). The survey showed that during the diagnostic phase, 
technology/infrastructure, staffing, and working procedures were discussed most often: between 
18% and 11% of responses on average, with pronounced differences between agencies. In the 
agriculture sector, working procedures were a prominent subject of discussion during the 
diagnostic phase, as were the budget and legal framework, and technology. Given that the 
urban development sector involved setting up new agencies, a higher proportion of respondents 
reported discussing questions of internal structure, management, and staffing issues. In 
comparison, problem identification in Nam Papa Lao (NPL)—the water supply agency—
centered on technology and infrastructure and working procedures, while in the road sector 
infrastructure and staffing were the only two CD areas that were analyzed. Topics that were 
least discussed included policy framework,22 interorganizational issues, market orientation 
(clients and services), and human resource and financial management. 

21. Assessment. The quality of documented diagnostic reports varied across sectors and 
between projects. However, in general it was insufficient in terms of content/coverage and 
analytical depth to determine CD needs and appropriate CD approaches. While consultations 
had taken place, stakeholder analyses were not documented, and thus did not illustrate 
ownership and provide guidance for designing and managing stakeholder relationships during 
CD implementation. An opportunity was missed to use CD diagnostics as the first stage of 

                                                           
20  For instance, CD assistance aimed to develop financial management capacities, while actual problems rested with 

the absence of political will, legislation, and organizational clout. 
21  For this reason, the survey questionnaire for the roads sector was shortened to cover only the implementation 

phase. No survey was undertaken for the power sector. 
22  One reason for the low response rate to this topic may be the interpretation of policy, which is often understood as 

the position and directions of the political party. 
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developing capacities in the form of building ownership for and understanding of CD through 
joint analyses and identification of solutions.  

B. Designing Capacity Development Assistance 

22. The review of the design of loans and TAs showed that each sector employed diverse 
approaches to CD. The following paragraphs summarize common problems and highlight 
examples of good practices.  

23. Strategy. In terms of the medium-term approach to CD, the urban development sector 
employed the most interesting approach. Because it was a new sector—prior to ADB assistance 
no agencies had been specialized in or were dedicated to the urban sector—this meant that the 
operating environment (e.g., policy and legal framework) had to be established as much as 
organizational capacities had to be built. The design of urban development loans and TAs 
reflected this need. In addition, assistance was phased to first work at the central level in the 
capital before agencies were set up at the provincial level. The WSS sector loans and TAs 
shifted from an earlier approach that focused on physical infrastructure to one that focused on 
organizational needs associated with decentralization and independence of provincial water 
supply companies (provincial Nam Papa or PNP). Interestingly, this shift can be contrasted with 
the focus on technology during problem identification (para. 20). CD assistance to the other 
sectors did not seem to pursue an expressed medium-term agenda but rather responded to 
needs as they arose.  

24. Ownership. As a measure of ownership, the survey tried to gauge participation in 
designing projects and endorsement of priorities. Ninety percent of respondents in management 
positions had been involved in project design (with all respondents from three agencies stating 
that they had been involved).23 In comparison, an average of 9% of staff respondents 
participated in project design, of whom only 18% felt that their views influenced the objectives of 
the project. For two agencies, staff stated they were not involved in project design at all; while 
the agriculture sector had the highest response rate (27%), the urban development and WSS 
sectors had response rates below 10%. Several focus group discussions compared ADB 
practices unfavorably with those of the Japanese International Cooperation Agency, which 
reportedly had more extensive consultations throughout project identification, design, and 
implementation stages. All participants in the Japanese International Cooperation Agency 
process understood what was expected and needed to be done, and thus were more committed 
to project goals and objectives and could more rapidly engage in project implementation, than 
could participants in ADB projects. 

25. Stated Objective. Capacity building was either one of the stated objectives or one of the 
components of each loan and TA in the sample. This observation is important because the 
sample was not purposively selected, and confirms the strategic importance accorded to CD 
(para. 8). The majority of respondents in management positions felt that the Lao PDR side had 
determined capacity-building priorities and that project designs met their expectations. Among 
staff respondents, the majority felt that stated objectives were clear and, discounting the two 
agencies where staff was not involved in project design, 60% felt that project objectives 
reflected priorities they would have chosen. This percentage was highest in the agriculture 
sector (73%) and lowest in the urban development sector (40%). Internal staff meetings had 
been the most commonly used means to discuss the objectives and scope of projects among 

                                                           
23  Respondents from the other agencies were not involved, given the stronger focus on infrastructure during the 

diagnostic and design stages. 
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management personnel, while staff seemed to learn about projects from international and 
domestic consultants.   

26. Scope. The inclusion of CD 
issues (as per the framework, para. 11) 
in loan and TA design was most 
comprehensive in the urban development 
sector, while the design of projects in the 
power and road sectors had a strong, but 
limited focus largely on physical 
infrastructure and did not elaborate other 
CD plans. The agriculture sector included 
CD measures down to the village level, 
while other sectors were limited to 
working with government agencies at 
various levels (center, province, and 
districts).24 Issues of sustained revenue 
generation were part of project design in 
the power, urban, and WSS sectors, including measures to enable agencies to charge, collect, 
and manage financial resources. However, none of the projects included a description of the 
organizational change process that was to be aided. Important issues of interorganizational 
relationships, particularly when decentralization or devolution of responsibilities was concerned, 
were discussed in terms of responsibilities to be transferred from one agency to another, but 
with no statement of how that transfer was to take place and how such transfer would affect the 
agency that was giving up responsibilities, power, and resources. The survey confirmed that 
projects covered a large number of components in the CD framework. Seventy-five percent or 
more of respondents affirmed that all except four CD aspects had been included in project 
design. The four components mentioned the least were clients and services, human resource 
management, budget framework, and policy framework. The absence of comprehensive CD 
diagnostics at the outset of assistance makes it difficult to assess whether the composition of 
CD components was appropriate. However, more than 80% of respondents to the survey felt 
that the number of components covered in projects was appropriate. 

27. Expectations.25 Staff working with the executing and implementing agencies stated that 
they expected that consultants would transfer knowledge to them (19% of respondents), have 
opportunities to take on additional responsibilities (17%), receive formal in-country training 
(12%), or other forms of training (various kinds, all below 10%). Eight percent of respondents 
expected that, through the project, additional resources would be made available. Respondents 
expected that training provided by the project would help them overcome weak basic education 
(31%), improve career opportunities and smooth project implementation (21% each), and 
increase confidence (16%). The areas in which training respondents had wished to receive 
training were predominantly management, planning, and technical areas. Training proposed by 
consultants coincided with the priorities of Laotian staff in the areas of management and 
technical skills, but gave higher priority to supervision skills instead of planning. 

                                                           
24  This finding is an interesting contrast to the observation that community consultation was a strong part of urban 

development projects (para. 18). 
25  These expectations were stated during the survey, i.e., after project implementation had started or was completed. 

This recall method introduces a high level of subjectivity into the responses, which is even more pronounced when 
recalling past expectations. A further limitation was that some questions were not answered by one agency. The 
results were used nonetheless as they illustrate how, during project design, expectations could be discussed with 
counterparts to shape project design and participation of counterparts.  

Box 2: Project Scope – An example from the Urban 
Development Sector 

 
The Vientiane Urban Infrastructure and Services Project
(Loan 1834-LAO) combined several design features and can
be used as a positive example of an appropriate scope.
Policy dialogue was articulated clearly and covered various
important capacity development areas (decentralization and
devolution, governance, finance, legislation, and planning).
Project components included infrastructure and capacity
development in the areas of legal and institutional framework,
management and operational systems, and training. The
Project made a clear distinction between the capacity
development assistance and the organizational support
(capacity substitution) that was provided for the purpose of
project implementation. 
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28. Anticipated Outcomes. The description of capacities expected at the end of loans or 
TAs were broad and often only implied in the description of overall outcomes. For CD aspects in 
the operating environment of organizations, descriptions focused on outputs (e.g., laws or 
policies to be produced by the project) rather than outcomes (how the law would affect the 
operations of organizations). Organizational capacities were often not described in terms of 
clients to be served, services to be provided (type, quality, and quantity), or organizational 
performance criteria, apart from the power and WSS sectors. In these sectors, indicators exist 
and are typically used in the industry. They were described in project documentation, but not 
used to determine CD objectives or to set measurable targets. Some projects provided 
somewhat more specific CD plans, even if they did not identify performance criteria. For 
instance, one project26 included an action plan that was time bound and specified parties that 
were to take organizational, financial, or operational actions, and thus provided clarity about 
what action was expected from whom.  

29. Capacity Substitution. A gray area existed when it came to capacity substitution as 
opposed to CD. The design of CD components often left it open to interpretation whether 
assistance would fill gaps (i.e., substitute Lao PDR inputs) or build capacities that would 
function (in the medium term) without outside assistance. A typically used phrase was “the 
project will assist the ___ [agency] in…”, which could mean assisting in setting up sustained 
systems or, rather, assisting in carrying out a function that the agency could not perform without 
externally provided resources, and might not be able to continue performing once the resource 
flow ceased. This gray area was rooted in the lack of differentiation between: 

(i) CD and capacity substitution due to the absence of a clear definition and 
framework, and an unstated assumption that capacity substitution would 
automatically lead to CD; 

(ii) The need for local capacities (requiring CD) versus specific one-time task that 
could be outsourced to consultants (requiring direct support); 

(iii) Project management/administration tasks (not required in the long term, unless 
the agency implements one project after the other) and capacities for regular day-
to-day operations (actual service delivery, i.e., the substance to the agency’s 
raison d’ être) once project implementation is finished; and  

(iv) Consultants were expected to analyze, advise, recommend, and design systems, 
etc. for executing agencies versus working with Laotians to develop an 
understanding and skills during that process of collaboration.27  

30. Assessment. CD design suffered from the absence of comprehensive diagnostic work 
on which to base choices, determine CD objectives, and prioritize CD initiatives. Objectives and 
expected outcomes were not articulated in ways that allowed any focusing of resources and 
inputs either to attain these goals or to monitor and assess outcomes. No organizational change 

                                                           
26  ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Lao People’s Democratic Republic for the Northern Provincial Towns Water 
Supply and Sanitation Project. Manila. 

27  There are practical reasons why the approach to undertake capacity development as a joint effort is more difficult 
or even impossible, which are discussed in the subsequent section Implementing Change. 
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plans28 were developed, which meant that implementation of CD became equated with 
delivering consulting services and training. 

C. Implementing Change 

31. Focus. The avenues for implementing CD activities (Figure 1) translated into 
(i) participatory workshops; (ii) analyses of and recommendations for policy, legal, and budget 
frameworks; (iii) training to address human resource needs and technology requirements 
through infrastructure investments; and (iv) internal management issues, which were addressed 
through consultants providing on-the-job training or capacity substitution (e.g., producing 
strategic plans for an organization), introducing new systems (developing them, training staff in 
their use, and putting them into operation), and recommending changes to be decided and 
implemented by Lao PDR decision makers. These activities were carried out through consulting 
services and training, which became the main focus of implementation. The SES generated 
feedback on these inputs through its survey (Appendix 6). 

32. Issues. Existing completion and evaluation reports generally did not document the 
process of implementing organizational change for the same reason that the SES had difficulty 
in doing so. Nonetheless, these reports raised several issues including (i) the lack or untimely 
appointment of counterpart staff; (ii) the qualifications and language skills of counterpart staff 
and communication skills of consultants, both of which sometimes impeded possibilities for 
transferring knowledge; (iii) the lack of resources to implement organizational changes that were 
recommended; and (iv) the need to phase CD assistance rather than implement all TAs at the 
same time. One TA performance audit report29 highlighted the difference between integrating 
CD into the ministries’ main operations, which was essential to maintain interest and 
continuation after project completion, and separately setting up systems that were not absorbed 
and sustained. 

33. Mechanistic Changes. Key informant interviews raised several implementation issues 
that were difficult to document. For instance, new systems were developed and staff trained in 
their use, but these systems failed to generate an understanding of the purpose of new or 
different ways of working. As a result, new systems or procedures were followed in a 
mechanistic way and failed to achieve substantial changes or develop capacities to manage 
either the new system or occurrences that deviated from the norm. This problem was more 
pronounced in “abstract” areas such as management, planning, and finance, where hands-on 
training was more difficult and principles were harder to translate and apply than in technical 
fields. As one stakeholder put it:  “observing and learning to fix a broken pipe was much easier 
than understanding why certain choices were made in a strategic plan, and how imported 
planning or management principles fitted with procedures internal to local organizations and 
decision-making processes.”  

34. Capacity Substitution. The gray zone between CD and capacity substitution (para. 29) 
led to inadequate reporting on the actual roles of consultants versus those of Lao PDR 
managers and staff. Many examples of capacity substitutions were noted in the form of 

                                                           
28  An organization change plan would include information on the actions that the organization was going to take, in 

which sequence, roles and responsibilities of stakeholders involved in the change process, and expected 
outcomes at various stages/milestones, expressed in organizational performance criteria. 

29  ADB. 1997. Technical Assistance Performance Audit Report on Institutional Development and Strengthening of 
the Ministry of Agriculture and Forestry in the Lao PDR. Manila. Paragraph 6 of the report discusses different 
approaches used for setting up a training system, which took place using a core group of ministry staff, compared 
with a database and monitoring system, which were developed by a consultant in isolation.  
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anecdotal evidence and firsthand observations of the SES. For instance, the intention to set up 
an accredited university course did not involve typical CD activities (developing curricula, 
training teaching staff, developing teaching materials, setting up a sustainable financing 
scheme, etc.), but weak capacities were substituted with externally funded inputs, i.e., teaching 
staff and the cost of organizing the course for three batches of students. What had been 
designed as CD assistance was implemented to substitute for missing resources and to 
temporarily fill gaps. The degree course has been discontinued for lack of resources. This 
example contrasts with others where the exposure of working with international consultants over 
extended periods of time reportedly enabled some people to make more informed technical and 
managerial decisions. Such transfer of knowledge depended on the motivation and attitudes of 
the people concerned but also required an extended period of time to establish rapport and 
working relationships that allowed a gradual transfer and absorption of ways of working, 
technical knowledge, and managerial experience.  

35. Assessment. In the absence of organizational change plans and progress reports, it 
was difficult to assess how CD was implemented and how organizational changes were 
introduced. Mechanistic changes to organizational systems were ineffective in attaining 
profound changes in the way organizations functioned. The extent to which capacity substitution 
took place could not be established, but given the continued dependence on CD assistance, it 
appears the proportion of capacity substitution has been larger than desirable for CD outcomes. 

III. CAPACITY DEVELOPMENT RESULTS 

36. The SES encountered a significant problem in assessing the results of CD assistance. 
Capacities that existed at the outset of loans and TAs were so poorly documented (para. 19) 
and CD goals were described in such imprecise terms (para. 28) that it was difficult to determine 
CD outcomes. In addition, most agencies received assistance from several development 
partners, which compounded difficulties in attributing and isolating the effects of ADB 
assistance. To address this difficulty, the SES compared planned CD outputs as stated in 
project documents with actual outputs as reported in project progress, completion, and 
evaluation reports,30 and used inputs from key informant interviews and focus group discussions 
to gauge what capacities had been built and to understand remaining CD issues. Appendix 7 
provides details for each sector, which are 
summarized in the following sections of this report. 

A. Context 

1. Community Participation 

37. Assistance to organizations in the five 
sectors included a range of initiatives for community 
involvement. Sectors that were more community 
oriented, such as agriculture, urban development, 

                                                           
30  One weakness of these reports was the lack of distinction between services that were provided and agencies (and 

their capacities) that were providing services. For instance, extension services can be provided by domestic 
consultants financed under a project, but these services will discontinue afterward unless the skills for continuing 
them are passed on to regular staff and the financial resources are available for sustained operations. The 
statement that services were provided at the time does not provide any insights into whether capacities were built. 
The same applies to outputs. For instance, a strategic plan can be prepared by consultants, but that does not 
mean that capacities were built, which would enable the agency to prepare strategic plans without future 
assistance. 

Box 3: Social Context 
 

The context of an organization consists of the
society or community in which it operates, to
which the organization provides services or
requires participation and cooperation to
achieve its goals. It also includes the private
sector that operates in the same environment
and can be a source of inputs or an agent to
perform some functions more efficiently or
effectively than a public sector organization.  
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and WSS had a greater focus on developing capacities for community participation. Sectors that 
had a stronger focus on infrastructure development, e.g., power and roads, gave less emphasis 
to developing organizational capacities, including those for community interaction.  

38. Participation was most pronounced in the agriculture sector, as villagers and farmers 
were part of the project implementation teams. Staff at various levels within the Government felt 
that their ability to interact and communicate with villagers had improved as the result of the 
projects, although farmers did not always endorse this self-assessment even though they 
expressed general satisfaction with technical advice. In the urban development sector, some 
capacities have been built within the urban development and administration authorities 
(UDAAs). However, UDAAs were newly established, thus did not have the same rapport with 
communities as other long-standing organizations and needed more time to establish 
relationships with communities. In addition, the type of interaction (payment for services, 
community involvement in some of the urban services such as maintaining drains) was also new 
in the context of the Lao PDR and will require time to be fully accepted. In the WSS sector, 
regular awareness campaigns were undertaken by NPL in Vientiane and the PNP. 

39. In the power sector, the need for capacities for social and environmental monitoring was 
recognized and responded to once international nongovernment organizations raised serious 
concerns about the social and environmental fallout of hydropower projects. TA was approved 
for these two sectors with the objective to develop requisite capacities.31 In addition, action 
plans were developed and are being implemented, but capacities for monitoring still remain 
weak and localized, i.e., are not replicated at subnational level. Under proposed projects, such 
as Nam Theun II, ADB is including requisite capacity development assistance with the aim to 
institutionalize capacities for social and environmental monitoring and mitigation. In the road 
sector, a similar unit for environmental and social monitoring was established, but it is 
understaffed and not equipped to undertake the necessary work.  

2. Private Sector Participation  

40. ADB projects foresaw building public sector capacities for fostering greater private sector 
participation in four areas: (i) bidding processes for private sector contracting, which were 
introduced in the agriculture, roads, and urban development sectors; (ii) private-public 
partnerships in the power sector, whereby EdL gained experience by working together with the 
private sector; (iii) privatization of state-owned enterprises in the agriculture and road sectors, 
which has been done, but private entities continue to face difficulties;32 and (iv) contracting out 
to the private sector, which included provision of urban services (such as solid waste collection), 
or billing and collections in the WSS sector. Success in contracting out has been limited. UDAAs 
contract private suppliers sporadically when needed (e.g., solid waste collection after a festival). 
NPL/PNPs are not contracting out the suggested functions for policy reasons and because of a 
lack of private contractors that could perform this role. 

                                                           
31  ADB. 2001. Technical Assistance to the Lao People’s Democratic Republic for Capacity Building for 

Environmental and Social Management in Transport and Energy Sectors. Manila; ADB. 1998. Technical 
Assistance to the Lao People’s Democratic Republic for Strengthening Social and Environmental Management. 
Manila.  

32  In the road sector there are few contracts (of the right size) that are available to privatized road construction 
companies; in addition they have limited access to financial resources, equipment, and requisite skills. There are 
no clear measures to assess whether the privatization of the road construction companies resulted in 
organizational efficiencies at MCTPC. 
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Box 4: Frameworks 
 

Policy, legal, and budget frameworks set parameters that
guide or determine the operations of organizations,
particularly in the public sector. Policies were often
codified in legislation or had financial implications (e.g.,
policies on cost recovery), i.e., there were overlaps
between the different types of frameworks. Paras. 41–43
illustrate areas in which Asian Development Bank
assistance aimed to develop framework conditions for
improved organizational performance.  

B. Frameworks  

41. Public Service Policies. ADB 
assistance to the Lao PDR included policy 
reforms in several areas. The most 
significant policy condition for CD was 
attached to the Second Agriculture Program 
Loan33 and required that a department for 
public administration and personnel be set 
up in the prime minister’s office. The 
department was created and still exists, but 
it is understaffed and does not have any 
influence over personnel decisions at the 
provincial level, which fall under the authority of the governor. UNDP assisted, and continues to 
assist, the process of reforming the civil service administration for 10 years. At present, efforts 
are made to introduce standardized job descriptions as the basis for recruitment and 
management of human resources (HR). More sophisticated modern personnel management 
tools, as foreseen under the program loan, are not in place. The implications of weaknesses in 
this framework condition were obvious in the areas of HR (para. 48) and HR management 
(para. 55). 

42. Decentralization. Assistance to several sectors suggested policy frameworks for sector 
management, including decentralization, and investment choices. For instance, in the urban 
development sector, ADB assistance resulted in the discussion of decentralization options and 
decisions on the policy and legal framework for setting up UDAAs, i.e., a fundamental 
framework condition for organizational development. In practice, this policy and legal framework 
required further interpretation of roles, and particularly the relationship with provincial 
governments. A subsequent additional law on local government was prepared with UNDP 
assistance, but the draft of November 2003 (which has since been approved) contained several 
areas that require additional interpretation and instructions. 

43. Sector Management and Resource Mobilization. In the agriculture sector, a policy 
framework was developed under ADB TA, which was used for funds mobilization and, in that 
respect, influenced the operations of the Ministry of Agriculture and Forestry. Policies on tariffs 
and cost recovery also featured in most sectors, in each case aiming to increase organizations’ 
self-financing capabilities. The extent to which this was achieved is discussed under financial 
management (para. 58). In other sectors, projects required central budget allocations to be 
prioritized, but without considering the overall budget envelope or financial constraints of the 
public sector (para. 6). 

C. Interorganizational Relationships  

44. Clearly established roles and responsibilities, accepted hierarchies, functioning 
communication channels, and coordination and cooperation mechanisms are essential for an 
organization to be effective and efficient. However, the effectiveness of organizations is also 
affected by their interaction with other organizations. Only little attention was given to these 
interorganizational relationships in ADB projects, and none was accorded to the important 
difference between political and development agencies, and the influence of political agencies 
                                                           
33  ADB. 1992. Report and Recommendations of the President to the Board of Directors on a Proposed Loan to the 

Lao People’s Democratic Republic for the Second Agriculture Program Loan. Manila. 



 

  

15

Box 5: Measuring Service Provision
 

The Agriculture Promotion Bank played a
major role in the implementation of the
Industrial Tree Plantation Project. Focus
group discussions with beneficiaries
frequently raised problems with processing
loan applications, disbursing funds, and
distributing inputs. However, capacity
development assistance did not include
performance indicators for service provision
to set standards and hold the bank
accountable. 

within the Lao PDR organizational landscape. In the urban development sector, the need for 
interagency cooperation might be most pronounced, as UDAAs were newly set up agencies that 
had to establish relationships with the provincial government and existing agencies, especially 
the powerful provincial branches of the Ministry of Communications, Transport, Posts, and 
Construction (MCTPC), and with urban service providers such as EdL and NPL/PNP. Similar 
problems were reported in the forestry sector, where the sale of trees (a vital part of the project) 
is hindered due to a lack of coordination and cooperation among the various agencies that need 
to give permission. Projects did not assist in setting up capacities for managing relations with 
other agencies and considerable room for improvement still exists. One exception to these 
examples was that of the Water Resource Coordination Committee, which was set up to 
coordinate several water resource users, including sector agencies. 

D. Organizational Development  

1.  Service Delivery 

a. Functions, Clients, and Services 

45. CD generally aims to improve organizations’ 
abilities to fulfill their functions and deliver services to 
their clients. However, in ADB CD assistance to the 
Lao PDR, functions or services were often only 
loosely defined or stated in generic terms. Very few 
agencies used organizational performance criteria to 
determine the desired project outcome, e.g., by 
stating a change in the level of service quality and 
quantity that an agency can deliver. The WSS is a 
sector that lends itself to measurable performance 
data, and NPL is well aware of the expected service 
delivery to 80% of Vientiane’s population while being 
able to reach only 45–50%. EdL lately used 
connection rates in rural areas as a quantifiable performance measure. Similar organizational 
performance indicators could have been established for other agencies to focus CD assistance 
more clearly on attaining outcomes. Lacking these indicators and associated baseline data and 
targets, an assessment cannot be made of the efficacy of CD assistance. 

46. Often project management functions were mixed with service delivery functions, which 
weakened the focus of CD assistance and that of counterpart agencies.34 Project management 
functions rested with project management units (PMUs) with much of the managerial 
responsibilities assigned to international consultants, while feedback from Lao PDR staff 
indicated that they played supporting roles in project implementation. The SES observed 
several instances where choices for organizational structures or personnel assignments were 
driven by project implementation requirements or by personalities, rather than by functional 
rationales. 

47. Lao PDR agencies and staff seemed fixated on projects, performing tasks as “project 
functions” rather than continuous service delivery that were to be improved through assistance. 
This perspective was, in part, due to the funding shortages, i.e., unless a project exists, services 
                                                           
34  Project management functions include preparing detailed designs, costing, overseeing contractual arrangements 

for procurement and construction, and construction supervision, etc. These functions will be further discussed in a 
forthcoming SES on project implementation/management units. 
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could not be provided. This situation was particularly pronounced in agriculture extension 
services, but the attitude prevailed in all agencies and reflects the high degree of aid 
dependence. With the completion of one project, agencies and staff aim to work on new projects 
rather than use project outcomes and skills to continue delivering services. This preoccupation 
with projects has created a distorted understanding of the purpose of CD (equating it with 
capacity substitution) and made its sustainability questionable. During the SES it seemed that 
CD efforts at the village level met with more interest and commitment in that villagers were 
direct beneficiaries (rather than the agencies that provide services to the villagers). Through 
greater participation than in the past, hands-on pilot farms and trials, and experiments to 
establish sustainable funding mechanisms, it appears that this type of CD assistance may be 
more successful.  

b. Human Resources  

48. Workload assessments, and requisite skill 
mix and staffing plans were not prepared at any 
stage of CD assistance. Today, virtually all 
agencies feel understaffed in terms of numbers or 
qualifications. Some rated their staff complement 
(numbers and competences) such that they were 
able to fulfill only 50% of their organizational 
functions. The problem was compounded in small 
agencies in small towns, where individuals had to 
multitask. The SES did not undertake workload 
assessments for each agency and therefore cannot 
determine whether and in which cases claims of 
understaffing are justified and in which cases they 
are due to organizational inefficiencies. 

49. The SES would have liked to compare skill 
profiles from before and after assistance, but no 
training needs analyses were conducted or kept on 
file. Anecdotal evidence indicates that agencies 
such as the Department of Roads (within MCTPC) 
and EdL gained enormous experience by working with several (long-term) consultants who 
were financed through many projects (funded by ADB and other development partners). The 
change in capacity is not documented, nor is the process by which knowledge was transferred, 
but the agencies’ abilities to manage projects are evident. The self-assessment of respondents 
to the survey indicated that training and the work of consultants resulted in increased efficiency, 
defined as being able to accomplish the same amount of work in less time, or more work in the 
same time. Changes in work practices had been made, and the majority of respondents felt that 
CD assistance enabled them to achieve professional and personal goals better and make more 
contributions to their organization’s goals. Thirty percent of survey respondents used project 
outputs (manuals, etc.) and acquired knowledge on a daily basis, while 50% responded that 
they seldom used transferred skills. Apart from a few examples, such as the series of study 
tours to a neighboring urban management authority, training tended to be as one-off courses 
rather than a more effective series of training events integrated with practical application in the 
work place.35  

                                                           
35  The effectiveness of different types of training was discussed in ADB. 1997. Special Evaluation Study of the 

Effectiveness and Impact of Training in Education Projects. Manila (http://adb.org/Documents/PERs/SS-29.pdf). 

Box 6: Managing Scarce Human Resources
 

Juggling scarce human resources had
implications for organizational structures and
overrode functional rationales. 
Staff from the provincial arm of Ministry of
Communications, Transport, Posts, and
Construction (MCTPC) was assigned to a
project management unit of Provincial Nam
Papa (PNP), because now-independent PNPs
had to take on project implementation
responsibilities, but did not have the capacity for
doing so. The MCTPC staff was concerned, as
secondment to the PNP project took them out of
their mainstream career path. 
At the central level, the executing agency for
water supply and sanitation projects in
provincial towns was the newly established
Water Sector Authority, but responsibilities were
moved with the head of the authority once he
returned to a different position in MCTPC. 
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c. Infrastructure, Systems, and Technology 

50. Infrastructure and technology are often essential for enabling an organization to deliver 
services. The best management system, work practices, or technical skills cannot overcome the 
lack of physical infrastructure. Therefore, it is an integral part of organizational development, 
even though on its own it does not build capacities (e.g., if the operations of facilities continue to 
depend on expatriate staff, or facilities become run down due to lack of maintenance). The SES 
inspected only a few infrastructure investments, but relied on project completion and evaluation 
reports and the outputs they reported. Generally, infrastructure was built as planned with the 
largest deviations being noted in the WSS sector, particularly in small towns. The roads, power, 
and WSS sectors had a stronger focus on infrastructure development using international or local 
contractors. By contrast, the agriculture sector used a participatory village-based approach that 
involved a combination of self-built facilities, which reportedly worked well. However, several 
problems arose with the delivery of equipment in this sector (inappropriate machinery). In the 
urban development sector, the main problem was the rapidly increasing demand for urban 
services that could not be met with the urban infrastructure built under the projects. 

2.  Internal Management 

a. Structure and Management 

51. Restructuring Sector Organizations. The TA to help the restructuring process of EdL 
was canceled, as the World Bank was providing similar assistance under one of its loans. 
Advice on restructuring NPL/PNPs was not heeded and instead of being transformed into 
corporate entities, the water utility was decentralized and placed under the supervision of 
governors (Vientiane municipality for NPL, and provincial governors for PNPs). 

52. Setting up New Organizational Entities. New organizational entities were set up in 
several of the supported sectors. While no standard approach was followed, all CD assistance 
had in common that the entity was described in general terms, but no standards were adopted 
for its management or parameters established to determine whether the entity was managed 
well. In one sector (urban development) standard organizational structures were developed, 
implemented, and are appreciated by UDAAs. In other cases, entities were created to manage 
subsectors within a larger department, but no consideration was given to how resource 
shortages at the subnational level could be overcome. The Ministry of Agriculture and Forestry 
is presently grappling with this problem. In the case of the Water Sector Authority, project 
implementation responsibilities were prioritized over its regulatory functions, and structurally it is 
located within MCTPC and thus might not be as independent as a regulatory authority ought to 
be. 

53. Developing Capacities for Sector Management and Strategic Planning. The 
difference between CD and capacity substitution was most pronounced in this area, as it is easy 
to provide a consultant to write a strategic or corporate plan for an agency, but much harder to 
develop corporate management skills. Corporate plans were produced for several agencies 
receiving CD assistance, but the simple production of such plans never resulted in greater 
strategic planning capacities. Sectors that probably have most advanced strategic management 
capacities (roads and power sector) received extensive assistance over a long period of time. 
However, all sectors continue to depend on external assistance, which often provides strategic 
plans and consultants to prepare documents for regular roundtable meetings. It is therefore 
difficult to assess what sector management and strategic planning capacities actually exist.  
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b. Processes 

54. Most projects aimed to introduce O&M procedures and produced manuals to that effect. 
While many agencies, at least at the central level, have the manuals, O&M practices are highly 
dependent on available funding, which is a perennial problem for all agencies in the Lao PDR 
(para. 6) and makes it difficult to assess whether systems are in place (and in minds) and would 
function, if funding were available. Technical experts providing hands-on maintenance training 
considered that even the most basic skill levels were inadequate for reliable O&M. In all sectors, 
participants in focus group discussions reflected on the reporting structures that a project had 
introduced and, reportedly, were functioning. 

c. Human Resource Management 

55. Assistance was rather thin on building capacities for HR management. Expected 
outputs, if any, were limited to training needs analysis and HR development or training plans. 
These were produced as consultants’ outputs, but no internal capacities of agencies to manage 
HR better were built. HR development plans were not implemented for lack of funding, as 
internal funding was generally unavailable and external development partners supplied training 
as it fitted into projects rather than an agency-wide HR plan. 

56. The survey results captured widespread frustrations with recruitment, selection, 
appointment, and promotion practices, as well as with remuneration packages (para. 5). This 
affects staff performance within projects and in agencies after project completion, i.e., CD 
outcomes and their sustainability. Several projects provided (indirect) incentives with the 
payment of per diems during fieldwork, and disappointment was expressed in those projects 
that did not follow the same practice.  

57. A further concern was the qualifications of newly recruited staff (para. 4) that were often 
insufficient for them to become full team members and contribute to taking on work assignments 
and accomplishing them effectively. The inadequate supply system was recognized in the urban 
development sector and one attempt was made to build capacities for organizing, on a regular 
basis, urban development and management diploma courses. In reality, the course was 
organized for three batches of students, initially entirely with international teaching staff, but the 
course could not be held due to lack of funds. In addition, there was limited focus on building the 
capacities of Lao PDR lecturers, who have regular full-time jobs in relevant ministries. 

d. Financial Management 

58. Many projects introduced cost-recovery 
policies (para. 43) and associated requirements 
for financial management. User-pay principles 
were introduced in several sectors, but none of the 
agencies (with exception of EdL) reported that 
revenues were sufficient to finance O&M costs, 
leave alone administrative costs and salaries that 
were funded from the central budget. This 
situation was partly due to low tariff levels, 
unwillingness to pay of some customers, and 
nonpayment of outstanding bills by public sector 
agencies that cannot be cut off. Financial 
management systems for project accounts tended 

Box 7: Financial Sustainability
 

The Vientiane Urban Development and
Administration Authority depends on project
funds and government subsidies. Revenue
sources are land tax (although the land titling
department has not shared revenues from this
source), a levy on house construction (not yet
collected), construction permits, sign board
installation fees, soil transportation charges,
parking fees (collection is the equivalent of about
$7,300 per year), and fees for solid waste
management. Currently, revenues do not cover
expenditures, but the Authority is expected to be
self-financing from 2006 onwards.  
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to get confused with financial management of the agency. During project implementation, 
project accounting took precedence and insufficient attention was paid to revenue generation, 
collection, and management. UDAAs reported that as the project comes to a close and they will 
be without project funds, gray areas in legislation become apparent with uncertainties about the 
revenue they will actually be able to collect. One key problem is their dependence on external 
funding: government salaries and, in many cases, budgets for O&M are required from central 
and provincial government, and development funds (and PMU operating costs) need to be 
provided by from international development partners. 

IV. CONCLUSIONS  

A. Effectiveness of Different Approaches  

59. The preceding chapters of the SES illustrated the different approaches used in each of 
the sectors. The technology-driven sectors (roads and power) relied on heavy and long-term 
inputs of international consultants—individuals and companies—which over time built 
capacities. The effectiveness of the approach will be seen once agencies start relying more on 
their internal capacities and use international expertise only in areas of rapidly changing 
technology or in highly specialized areas. The WSS had a similar focus on hardware, but did not 
benefit from the same amount of consulting services, especially at the provincial level. In the 
urban sector, the comprehensive approach of covering a large number of CD areas was 
necessary given that organizations and their operating environment had to be created. The 
agencies are young and will need time to build their capacities fully, as can be seen with the 
example of the Vientiane UDAA that is older and better equipped to fulfill its functions than 
provincial UDAAs. The agriculture sector was most focused on building capacities at the 
grassroots level, involving participatory approaches that were essential for developing 
ownership and commitment. However, more fundamental overarching issues, especially in the 
HR and financial management areas that affected all agencies, were not addressed in a 
systematic way and continue to affect the performance of agencies. 

B. Overall Assessment 

60. ADB’s CD assistance was relevant in that it met stated national policies of the Lao PDR 
and ADB country strategies. However, the SES had difficulties applying standard evaluation 
criteria of efficacy and efficiency, because of poorly defined CD objectives and lack of indicators 
and data to measure organizational performance and changes therein (para. 45). In addition, 
the organizations continue to receive assistance from ADB and other development partners, 
making it difficult to assess to what extent and which functions these agencies would be able to 
perform without external assistance. The general preoccupation with projects rather than regular 
services provision (para. 47) combined with the shortages of resources for recurrent 
expenditure (para. 58) are indicative of the limited potential sustainability of whatever capacities 
were developed. Instead of applying the standard evaluation criteria, answers were generated 
to the questions posed at the outset of the SES (para. 13):  

(i) Decentralization and transfer of responsibilities between agencies. In the 
agriculture sector, ADB along with other development partners supported a 
decentralization process to local levels using participatory approaches, which is 
an important change from previous practices. ADB played a central role in the 
decentralization process in the urban sector with its support to establishing 
UDAAs. However, during the process more attention was paid to the new 
agencies and not to those that had to give up responsibilities, nor how the 
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transfer should happen and how it would affect working relationships. In contrast, 
ADB did not recommend decentralization but supported the Government’s 
decision to decentralize water supply responsibilities by providing assistance to 
PNPs.  

(ii) Public resource implications. CD assistance attempted to introduce principles 
of cost recovery and self-financing to increase the sustainability of CD outcomes. 
However, government policies, financial performance, and willingness to pay of 
customers was such that agencies continued to depend on transfers from the 
central Government. In addition, CD assistance is regarded as a source of funds 
to replace government allocations with little intention to make requisite allocations 
in regular budgets after project completion. This approach, while undermining the 
principles of CD and the sustainability of its outcomes, is understandable under 
given budgetary conditions (para. 6). It, however, also requires rethinking CD 
assistance approaches. 

(iii) Rural versus urban focus. The difference between rural and urban areas was 
not so much sectoral (e.g., agriculture versus urban development), but a matter 
of agency capacity diminishing the further away from the center the agency was. 
Vientiane and larger provincial towns have more resources, a greater pool of 
people to choose staff from, and more training opportunities. Smaller provincial or 
district towns have fewer resources and administrations have staffing problems 
(number of staff and qualifications), but require staff to do more complex tasks, 
as there is less room for specialization and more need for multitasking.   

(iv) Existing versus new organizations. Working with existing organizations has 
the obvious advantage that some capacity exists, while setting up new agencies 
requires time before they become established, accepted, and effective. The 
assistance to the urban development sector in the Lao PDR set an example of 
taking a comprehensive approach to building capacities in the sector. At the 
same time, new agencies (such as UDAAs and the Water Sector Authority) face 
the risk that they are regarded as extended PMUs rather than as agencies in their 
own right. This risk needs to be managed. 

61. Effectiveness of Capacity Substitution. Capacity substitution was ineffective when it 
involved short-term assignments to produce an output, such as a corporate strategy. In such 
cases, the strategy exists on paper, but it is not embedded in the agency, nor have capacities 
been built to progressively implement the strategy and reformulate it when needed. In the power 
sector, EdL explained a more deliberate use of long-term experts substituting for Lao PDR staff 
in positions where local knowledge does not exist. The strategy involved close cooperation 
between international experts and counterpart staff that were selected and appointed with the 
aim to take over once their technical and/or managerial competences had been built. Being 
public-private corporations, the incentives to keep long-term expensive expatriate staff worked 
against profit optimization principles, and thus created an incentive to keep the duration of 
international expert assignments to as long as necessary to achieve technology transfer, but as 
short as possible for cost-efficiency reasons. This motivation does not exist in a (cash-strapped) 
public sector that receives consultants (international or domestic) through grant funds, and uses 
them instead of staff.  

62. Minimum or Maximum Number of Components. Participants in focus group 
discussions and surveys overwhelmingly found that the number of components included in 
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projects was “appropriate.” As illustrated with the discussion of the urban development sector, it 
was useful and necessary to address various dimensions of the CD framework. However, there 
does not seem to be a standard optimum number of CD aspects that should be addressed 
simultaneously. Therefore, it is essential that a comprehensive diagnostic be undertaken to 
identify CD needs and a strategy for addressing them.  

63. Continuity of Assistance. Continuity of assistance is important to develop rapport 
between the organization receiving CD assistance and those providing it, and ensure 
continuous support through a difficult CD or organizational development process. However, 
continuity also contains the risk of generating complacency, if no exit strategy for external 
assistance exists that includes a gradual handover of responsibilities and incentives for the Lao 
PDR side to take them on. 

C. Lessons, Key Issues, and Recommendations 

64. The following lessons and key issues highlight that fundamental rethinking of the CD 
concept is required. For ADB it will take developing a definition, working framework, and toolkits 
that change the approach to diagnostic, design, and implementation, and move CD beyond the 
project level. Systemic issues require addressing at the country rather than the sector or project 
level. As illustrated in the SES, a large number of components in the framework had been 
addressed in the past through various ADB instruments (Figure 1), but a systematic structure to 
ensure comprehensive and complementary coverage had not been used. At the time when this 
SES was under preparation, ADB established a working group on CD, which took the draft 
findings and recommendations of this report into account.  

1.  Diagnostics, Design, and Implementation 

65. The lack of comprehensive and systematic diagnostics affected the design (choices, 
scope, priorities, and sequencing of CD activities), implementation, and results of CD 
assistance. Unless structured and systematic diagnostics are undertaken, CD assistance is not 
likely to improve. It is recommended that ADB develop diagnostic tools and approaches and 
require its consultants to use these in preparation for all CD assistance, including in the 
preparation of the governance assessment for the Lao PDR to identify systemic countrywide CD 
issues. The diagnostic instruments should include strong participatory elements to engage Lao 
PDR managers and staff, develop their understanding of CD, and identify jointly CD goals and 
objectives. It is also recommended that the Lao PDR Government appoint staff early on to the 
process of CD diagnostic, review its position on CD to move away from implicit policies to use 
CD as capacity substitution, and engage actively in setting CD goals. 

66. The absence of clearly stated CD goals and objectives, including organizational 
performance criteria, baseline information, and time-bound targets leads to an inefficient use of 
resources (as inputs are used simply to carry out activities rather than to attain specific 
objectives), affects results and their sustainability, and limits possibilities to monitor progress 
and assess outcomes. It is recommended that ADB—through its working group on CD—
develop design standards and principles for CD projects or components, and apply these 
principles rigorously, and that the Lao PDR Government participate in setting clear goals and 
performance criteria. The adoption of performance standards may require more fundamental 
changes to the operations of the public service, and the Government, ADB, and other 
development partners should discuss options for future work in this area. 
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67. CD implementation plans were largely missing and resulted in a preoccupation with 
project activities rather than organizational changes and the process of managing these 
changes. It is recommended that ADB develop concepts and approaches for CD 
implementation plans that should become part of all CD design documentation and used to 
manage implementation. Terms of reference for consultants should be formulated in such a way 
that CD outcomes are used as yardsticks for performance monitoring (i.e., instead of producing 
a strategic report, the strategic planning unit should be able to produce and update strategic 
reports). Implementation plans should also fully recognize the time and resource requirements 
for CD, which so far have been too limited in terms of time horizon and funding. A medium-term 
strategy for CD should be developed, including a provision for phased assistance over time and 
an exit strategy for sectors or agencies as they become more independent. For the Lao PDR 
Government, the medium-term strategy for CD will require moving the focus from PMUs to line 
ministries and their functions other than related to project implementation, and a rethinking of 
how CD assistance should be used (building capacities for independent self-sustained 
operations as opposed to capacity substitution). Clear objectives and explicit implementation 
plans will help in monitoring and evaluating progress and results in CD. 

2.  Service Delivery or Project Implementation 

68. The SES found such a preoccupation with projects that it was difficult to establish the 
regular day-to-day functions and services of agencies beyond implementing externally funded 
projects. In the agriculture sector, this line between the two areas is particularly blurred given 
that projects fund the recurrent expenditure needed to provide agriculture services. This 
preoccupation resulted in a confusion of project-related functions (project accounts, project 
management and reporting systems, i.e., activities that are temporary in nature, and time-bound 
by the duration of the project) and actual line ministry functions (which should be continuous 
and sustained). For CD to be effective in developing sector management capacities, there 
needs to be a clear distinction between these two areas. Recommended improvements in 
diagnostic, design, and implementation plans should help address the problem, but will also 
require addressing issues of funding (para. 70) and issues in the understanding of the purpose 
of CD. 

3.  Scope of Capacity Development Assistance 

69. The SES illustrated that several important CD areas received only superficial attention in 
assistance programs. These included: (i) functions, clients, and services, which should be of the 
essence of any organization; (ii) HR and HR management; (iii) finance, including recurrent 
expenditure and financial management skills; and (iv) interorganizational relationships. It is 
expected that with a systematic diagnostic framework, these aspects will receive greater 
attention, as appropriate. However, some fundamental issues need to be addressed in the 
following two areas. 

70. Finance. The Public Expenditure Review (footnote 6) recommended assessing recurrent 
budget implications of new investments prior to their approval, which would help sustain 
capacities once they have been built. The SES concurs with this recommendation, although 
implementing it would have consequences for the Lao PDR’s capacity to absorb new lending, 
as recurrent expenditure cannot be met at present, but would increase with each new 
investment, and would necessitate greater revenue sources and improving revenue collection. 
In 1999, revenue constituted 11% of gross domestic product, while expenditure was 21% 
(source: footnote 6). It is recommended that ADB, in cooperation with the Government and 
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other development partners, review the financial dimension of CD to identify options for long-
term sustainable solutions. 

71. Human Resources. While progress has been made in terms of overall literacy rates 
(footnote 3), stakeholders consulted during the SES expressed major concerns with education 
levels of existing staff and of new entrants into the public administration. The Government, in 
cooperation with development partners, needs to review and assess the education system and 
its efficacy to impart the required knowledge and skills. Equally important, incentive systems of 
the public service need to be reviewed and the process of public service reform, assisted by 
UNDP, sped up.   
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CAPACITY DEVELOPMENT FRAMEWORK 

1. In many cases the term capacity development (CD) is used for training.1 However, the 
concept evolved from a narrow focus on training to human resource development and 
organizational development, until it became CD. This evolution reflected the experience of 
development practitioners that training often was ineffective for achieving organizational 
change, and that the performance of organizations depended on several factors within and 
outside its control. The framework (Figure A1) separates the context in which organizations 
operate from organizational development aspects to provide a better structure for systematic 
analyses.  

Figure A1: Capacity Development Framework 
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1  The term “capacity development” does not translate well into Laotian and thus is more easily equated with inputs, 

such as training and consultants. The evaluation team, during participatory self-assessments, explained the 
framework to participants, who were interested in the framework. 
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2. The framework does not imply that CD encompasses all of its components, as otherwise 
CD would become synonymous with development assistance. Instead, it suggests that all 
components need to be considered from the perspective of the organization that is being 
assisted to ensure that its performance can be improved by changing conditions in the 
organization’s operating environment, or by enabling it to manage within the given context. 
Equally, it looks at the performance of the individual from the perspective of skills and 
knowledge as well as the working environment and how conducive that is to apply new 
approaches and ideas. Capacity building itself focuses on enabling organizations and 
individuals to perform their tasks better or acquire the ability to perform new tasks. 

3. The components of the framework are discussed in Table A1. 

Table A1: Capacity Building Framework—Components 
Component Description Issues 
Context or Operating Environment 
1. Social Context Actors in civil society and/or 

the private sector 
Positive correlations: working 
together, civil society as active 
partner or private sector as 
service provider 
Negative correlations: adverse 
reception by civil society, 
competition with private sector 
provider 

2. Frameworks   
 2.a. Policy Government policies Sector and other policies that 

affect the operations of the 
agency; need for policy 
reforms and/or revisions, and 
effects of such reforms on 
other sectors; capacities for 
managing within given policy 
framework 

 2.b. Budget Government budget, 
subsidies, exemptions 

Dependence on resource 
transfers, impacts of public 
resource constraints  

 2.c. Legislation Laws, regulations, law 
enforcement 

Legislation that affects the 
agency, compliance 
requirements; laws changing 
in other sectors  

3. Interorganizational 
Relationships 

Other government agencies  Overlapping, conflicting, 
complementary roles; lack of 
defined roles; weaknesses of 
other agencies on which the 
primary agency depends and 
ways to manage that gap 

 Continued on next page
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Table A1—Continued 
Component Description Issues 
Organizational Development   
1. Service Delivery   
 1.a. Services and Clients Clients 

Services provided by the 
primary agency 

Awareness of clients and their 
demand for services, 
responsiveness of services 
that can be provided to meet 
demand, understanding 
whether current services 
match demands 

 1.b. Human Resources Staffing and skills level Ability to deliver current 
services or adapt to new 
services the agency should 
provide in terms of staff 
numbers, technical 
qualifications, and motivation 

 1.c. Technology  Infrastructure, equipment, and 
facilities, including work 
procedures for service 
delivery 

State of technology (age, 
condition) and 
appropriateness to delivering 
services; work flows and 
operation and maintenance 
procedures  

2. Internal Management   
 2.a. Structure Organizational structure 

(chart), management system 
and style, reporting and 
decision making 

Structural impediments to 
efficient work flows, 
management styles 
appropriate and effective to 
producing best results 
(individual and organizational 
performance) 

 2.b. Processes Work procedures for internal 
management 

Management information 
systems, including report and 
decision-making processes, 
standards 

 2.c. Human Resource  
  Management 

Human resource plans: 
recruitment, salaries and 
incentives, in-service training, 
career opportunities 

Awareness of need for human 
resource management, ability 
to manage human resources, 
potential for using new skills 

 2.d. Financial   
  Management 

Revenue generation, cost 
recovery, accounting and 
audit, financial resource 
management (cost-
effectiveness and cost 
savings) 

Financial viability, 
weaknesses in financial 
management systems, checks 
and balances 

Source: Special Evaluation Study. 
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APPROVED ASIAN DEVELOPMENT BANK LOANS  

AND TECHNICAL ASSISTANCE GRANTS  
TO THE LAO PEOPLE’S DEMOCRATIC REPUBLIC—BY SECTOR 

January 1990–July 2003 
(Study Period) 

 
 Loans Advisory Technical Assistance 
 Number Amount  Number Amount 
Sector  ($ million)

% of total 
amount   ($ million) 

% of total 
amount 

Agriculture 7  104.00  12.4  10 7.98  17.2 

Education 4  73.30  8.8  10 5.44  11.7 

Energy 6  180.50  21.6  7 3.61  7.8 

Environment 0    0 0  2 0.30  0.6 

Finance 4  69.00  8.3  12 6.23  13.4 

Governance  0 0 0  18 8.22  17.7 

Health 2  25.00  3.0  2 1.60  3.4 

Mining and Industry 0 0 0  2 1.17  2.5 

Multisector 1  20.00  2.4  2 2.15  4.6 

Roads 6  209.00  25.0  13 6.21  13.4 

Social/Gender 0 0 0  1 0.30  0.6 

Transport (other than 
roads) 1  15.00  1.8 

 
2 0.78  1.7 

Urban Development 4  88.00  10.5  2 1.10  2.4 

Water Supply and 
Sanitation 4  52.10  6.2 

 
4 1.40  3.0 

Total 39  835.90  100.0  87  46.49  100.0 
Source: Asian Development Bank.  
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ASIAN DEVELOPMENT BANK LOANS AND TECHNICAL ASSISTANCE GRANTS 
INCLUDED IN THE EVALUATION 

 
Table A3.1: Loans 
January 1990–July 2003 

     
Sector   Loan Number and Title Amount Approval 
      ($ million) Date 

Agriculture   
 1180 Second Agriculture Program Loan 30.00 08 Oct 1992
 1295 Industrial Tree Plantation Project 11.20 22 Dec 1993
 1488 Community-Managed Irrigation Sector Project 14.70 21 Nov 1996
 1688 Shifting Cultivation Stabilization Project 5.60 11 May 1999
 1788 Decentralized Irrigation Development and Management Sector Project 15.50 28 Nov 2000
 1933 Nam Ngum River Basin Development Sector Project 15.00 11 Nov 2002
 1949 Smallholder Development Project 12.00 28 Nov 2002

  Subtotal 104.00 

Energy  
 1063 Xeset Hydropower (Supplementary) 3.00 11 Dec 1990
 1214 Nam Song Hydropower Development 31.50 21 Dec 1992
 1308 Nam Ngum-Luang Prabang Power Transmission (Supplementary) 4.00 30 Aug 1994
 1329 Theun-Hinboun Hydropower Project 60.00 08 Nov 1994
 1456 Nam Leuk Hydropower Project 52.00 10 Sep 1996
 1558 Power Transmission and Distribution 30.00 30 Sep 1997

  Subtotal 180.50 

Roads  
 1108 Fifth Road Improvement Project 34.00 29 Oct 1991
 1234 Sixth Road Improvement Project 26.00 01 Jun 1993
 1369 Champassak Road Improvement Project  48.00 31 Aug 1995
 1533 Xiang Khouang Road Improvement Project 46.00 09 Sep 1997
 1795 Rural Access Roads Project 25.00 07 Dec 2000
 1989 Greater Mekong Subregion: Northern Economic Corridor Project 30.00 20 Dec 2002

  Subtotal 209.00 

Urban Development, including Water Supply and Sanitation  
 1122 Southern Provincial Towns Water Supply 9.60 19 Nov 1991
 1190 Rehabilitation and Upgrading of Vientiane Water Supply 9.50 17 Nov 1992
 1267 Northern Provincial Towns Water Supply and Sanitation 13.00 18 Nov 1993
 1362 Vientiane Integrated Urban Development Project 20.00 17 Aug 1995
 1525 Secondary Towns Urban Development 27.00 26 Jun 1997
 1710 Water Supply and Sanitation Project 20.00 16 Nov 1999
 1834 Vientiane Urban Infrastructure and Services Project 25.00 23 Aug 2001
 1994 Small Towns Development Sector Project 16.00 28 Jan 2003

  Subtotal 140.10 
  
Total 27 Loans 633.60 
     

Source: Asian Development Bank.   
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Table A3.2: Advisory Technical Assistance Projects 

January 1990–July 2003 
     
Sector Technical Assistance Number and Title Amount Approval 
      ($ million) Date 

Agriculture  
 1745 Organizational Development and Strengthening of the Ministry of Agriculture 

and Forestry 
1.29  18 Aug 1992 

 1764 Strengthening and Restructuring Irrigation Development (Supplementary—
Netherlands funded) 

1.67  13 Dec 1993 

 1764 Strengthening and Restructuring Irrigation Development 0.89  13 Dec 1993 
 2333 Organizational Development and Strengthening of the Ministry of Agriculture 

and Forestry (Phase II) 
0.60  22 May 1995 

 3006 Organizational Strengthening of the Water Resources Coordination Committee 0.26  15 Apr 1998 
  Subtotal 4.71   

Energy   
 1082 Organizational Improvement to Electricité du Laos, Luang Prabanga 0.20  03 Jan 1989 
 2569 Corporate and Financial Development of Electricité du Laos 0.34  15 May 1996 
 2728 Study for Establishing the National Grid Company 0.60  23 Dec 1996 

  Subtotal 1.14   

Roads   
 1897 Privatization and Management of Road Sector Organizations 0.95  01 Jun 1993 

 
2389 Management Information System in Ministry of Communication, Transport, 

Post, and Construction 0.35  31 Aug 1995 
 2862 Management Information System (Phase II) 0.70  09 Sep 1997 
 2862 Management Information System (Phase II) (Supplementary) 0.28  14 Mar 2000 

  Subtotal 2.28  

Urban Development, including Water Supply and Sanitation   
 1606 Organizational Strengthening of the Water Supply Sector 0.63  19 Nov 1991 
 1787 Organizational Support to Nam Papa Lao 0.21  17 Nov 1992 
 1987 Strengthening Planning Capabilities in Nam Papa Lao 0.26  18 Nov 1993 
 2377 Establishing Municipal Administration System 0.70  17Aug 1995 
 2972 Support for Urban Development Administration Authorities 0.50  31 Dec 1997 
 3006 Organizational Strengthening of the Water Resources Coordination Committee 0.26 15 Apr 1998 
 3331 Capacity Building for Urban Development Administration Authorities 0.60  10 Dec 1999 

  Subtotal 3.16   
   
Total 18 Advisory Technical Assistance Projects 11.29   
a  This technical assistance project falls outside the in-depth review (starting 1990), but was included in the 

evaluation because of its importance to capacity development and decentralization issues. 
Source: Asian Development Bank. 
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Efficacy and SustainabilityRelevance Efficiency

EVALUATION DESIGN MATRIX 
Process Outcomes  
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Issues 
Decentralization 
and public 
resource 
management 

What aspects 
were 
analyzed? 
Were 
stakeholders 
and their 
interests 
analyzed? 
Were 
processes 
analyzed? 
How did 
stakeholders 
participate in 
the 
diagnostic? 
What issues 
were raised? 

Rural vs. urban 
context 

Comparing 
rural and 
urban 
projects, were 
diagnostics 
done 
differently? If 
so, how? 

Existing vs. new 
organizations 

Comparing 
projects 
dealing with 
existing 
organizations 
versus setting 
up new ones, 
how did the 
diagnostic 
differ? 
How was the 
need for a 
new 
organization 
established? 

Were issues 
raised in the 
diagnostic 
reflected in 
the design? 
What capacity 
development 
components 
were included 
in the design 
(e.g., was 
consideration 
given to 
minimum and 
maximum 
scenarios)? 
What capacity 
development 
instruments 
were chosen 
and how were 
counterparts 
involved? 
What design 
elements 
were included 
for managing 
stakeholders 
and 
organizational 
change? 
Compare 
approaches. 

For consultants: 
How much of their 
work was fulfilling 
line functions and 
how much building 
capacities? 
How well did they 
adjust to the Lao 
PDR in terms of 
communication 
style? 
For counterparts: 
When were they 
assigned? 
What were their 
qualifications? 
What was their 
motivation and did 
they have 
incentives?  
How broadly was 
the organization 
involved in the 
capacity 
development 
effort? 
How many 
capacity 
development 
issues did people 
have to deal with 
simultaneously? 
Was that 
manageable? 

What outcomes were planned? 
Were organizational performance indicators 
defined, and if so, how has performance 
changed against them? 
Were they attained (for those that were due; 
for loans and technical assistance that are 
still ongoing it is too early to assess 
outcomes)? 
Were/are they sustained? 

Overall 
Assessment 

 

 

 

Source: Special Evaluation Study. 
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FIELDWORK 
1. Fieldwork consisted of:  

(i) key informant interviews (central and provincial level government, and selected 
development partners and nongovernment organizations); 

(ii) focus group discussions with two key departments to generate comparative 
feedback on capacity development processes of development partners; 

(iii) participatory self-assessment workshops with managers and staff that worked in 
projects at central, provincial, and district levels;  

(iv) focus group discussions at community level; and  
(v) questionnaires for managers and staff, and consultants. 

2. Fieldwork took place at central, provincial, district, and community levels, in the following 
locations:  
 
  Province 
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Central Government        
Department of Public Administration and Personnel; 

Division of Municipal Affairs 
       

Water Resource Coordination Committee        
Agriculture Sector        
Ministry of Agriculture and Forestry        

Extension Services        
Forests and Plantation        
Integrated Watershed Management        
Irrigation        
Planning and Finance        

Water User Associations        
Village-based Development Groups        
Agriculture Promotion Bank        
Road Transport Sector        
Road Division, Ministry of Communications, Transport, 

Posts, and Construction 
       

Power Sector        
Electricité du Laos        
Urban Development        
Urban Development and Housing Division        
Urban Development and Administration Authority        
Urban Research Institute        
Water Supply and Sanitation         
Water Sector Authority        
Nam Papa Lao (water supply agency)        
Nam Papa Training Center        
Source: Special Evaluation Study. 
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FEEDBACK ON TRAINING AND CONSULTANTS 

1. This appendix summarizes the survey findings from the agriculture, road transport, urban 
development, and water supply and sanitation (WSS) sectors, and the Water Resource 
Coordination Committee. The analysis describes overall trends of the average across these 
sectors, and highlights areas where specific sectors deviated strongly from the average.  

A. Training 

2. Of staff respondents to the survey, 78% had attended one to three training courses, 10% 
attended none, and the rest attended six or more courses. Of respondents in management 
positions, 74% attended one to three training courses, 11% four or more, and 15% none. There 
was one example where respondents participated in a series of study tours to a similar agency 
overseas. Otherwise, courses tended to be one-off events, rather than structured courses that 
integrate formal training and practical work application in a sequence of several training events. 
The effectiveness of different types of training is discussed in Special Evaluation Study of the 
Effectiveness and Impact of Training in Education Projects.1  

3. The majority of staff (70% on average, almost 90% in the agriculture sector) participated 
in training because supervisors had instructed them to do so, 20% because of the position they 
were in, and 6% because of prior knowledge in the subject. The percentage of respondents who 
attended because of their current position was 17% for respondents in management positions, 
and 63% of them had participated at the decision of those senior to them. Only 1% of staff 
respondents (0% of managers) made a request to receive training, although 91% of the 
respondents were interested in learning compared with 5% being satisfied with their current 
level of knowledge. 

4. Most training was of short duration. Of staff respondents, 39% had attended courses of 
up to 7 days and 35% of courses between 7 and 14 days. Of staff respondents, 24% attended 
courses of medium length (between 2 weeks and 3 months) and only 1.4% had training for 6 
months or longer. A larger proportion of respondents in management positions had benefited 
from longer training courses: 29% attended courses of medium length and 7% participated in 
training of 3 months or more. Only 33% of staff respondents found the duration appropriate, 
compared with 50% of respondents in management positions; 58% received on-the-job training 
and 25% participated in formal training (workshops or seminars); the rest attended study tours 
or other forms of training.  

5. The large majority of respondents (90–100%) stated that training courses corresponded 
to subjects of their interest and were relevant to their work, followed a good approach and used 
good teaching methods. Over 80% reported that training was practical in that problems and 
solutions were discussed or presented, theory was well integrated with practice, and practical 
applications and specific examples were part of the curriculum. Of respondents, 38% found that 
courses were too general, with a marked variation across sectors: only 4% in the agriculture 
sector but over 50% of respondents in the urban and WSS sectors. 

                                                           
1  ADB. 1997. Special Study of the Effectiveness and Impact of Training in Education Projects in Indonesia. Manila. 

Available: http://adb.org/Documents/PERs/SS-29.pdf. While that special evaluation study is based on the 
experience in Indonesia, its lessons are applicable to projects in other countries, including the Lao People’s 
Democratic Republic. 
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C. Working with Consultants 

6. Over half of the staff respondents had worked with domestic consultants, 38% with 
international consultants, and 6% with neither. Respondents in management positions had more 
exposure to international consultants (55%), but also a higher proportion (11%) had not worked 
with either domestic or international consultants. As shown in Table A6.1, a large proportion of 
respondents who had worked with consultants, worked with more than one.  

Table A6.1: Working with Consultants 
(%) 

 Domestic Consultants  International Consultants 
Number of Consultants One Two Three 

or more 
 One Two Three or 

more 
Staff Respondents 29 19 52  27 34 38 
Respondents in Management Positions 27 20 53  33 21 46 

Source: Special Evaluation Study. 
 

7. Staff respondents had worked with domestic and international consultants in technical 
areas, and to lesser extent in areas of management, financial analysis, project supervision, and 
the English language. Respondents in managerial positions worked with consultants also in 
technical areas, but had higher response rates for management, planning, and supervision. The 
most consistent response for both groups was “technical areas.” 

8. The majority of staff respondents reported that consultants stayed for up to 15 days in 
the project area (42% up to 7 days and 14% up to 15 days). Among respondents in managerial 
positions, the percentage for short-term consultants was 53% (up to 15 days), but a higher 
proportion (33%) reported medium- to long-term presence of consultants (6 months to 2 years 
and longer). There was a pronounced difference between sectors and within sectors. 100% staff 
respondents in the road sector reported the shortest duration for consultants assignments, while 
managerial staff had the highest proportion of respondents for medium- to long-term 
assignments (71%), which implies that consultants worked largely from a base in the ministry in 
Vientiane. In the agriculture sector, both staff and management respondents reported more 
short-term consultants, which might be indicative of the need for bringing in specialized experts 
for a short duration to support the work of the small percentage of long-term consultants working 
largely in project implementation units. In the urban development and WSS sectors, the 
responses showed a larger proportion of short- to medium-term consultants. The majority of 
respondents stated that consultants had spent as much time as expected in the field, with a 
relatively small proportion expressing that they had expected consultants to have longer 
assignments. Almost none responded that consultants stayed longer than expected. 

9. Most respondents stated that they had daily contacts with consultants (87%, with a 
maximum of 100% in the road sector, and a low of 76% in the urban development sector); 29% 
responded that they worked as partners in fieldwork (53% in the agriculture sector and 50% for 
the Water Resource Coordination Committee), and 14% responded that they worked closely on 
a daily basis. In the urban development sector responses indicated that consultants provided 
solutions to problems (22%), were partners in fieldwork and discussed issues with their 
counterparts (18% each). The lowest response rate (on average 3%, 0% for three agencies, 
and 14% for one) was for managerial tasks of directing daily work.  

10. The areas in which work of consultants was appreciated most were devising, 
implementing, and monitoring development plans (18%), managing projects (17%), and 
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developing financial plans and budgets (11%). Interestingly, the response rates for increasing 
efficiency (technical work or administratively) were low (4% and 0%, respectively), even though 
the highest rated impact of working with consultants was increases in efficiency. 

11. Respondents rated qualifications like long work experience, knowledge, and 
specialization highest (20–35%), but familiarity with the Lao context was rated lowest (1%) 
followed by interest and involvement in work (4%). Comments on communication skills revealed 
relatively low percentages in all areas that were tested as shown in Table A6.2. A similar pattern 
of responses was received from managers. 

Table A6.2 Staff Feedback on Communication Skills 
(%) 

Item CTPC MAF NPL UDAA WRCC Average 
Spoke English clearly 0 13 19 16 36 17 
Used many examples during lectures 17 15 8 13 21 15 
Used appropriate materials 17 17 10 8 14 13 
Used clear explanations 17 19 25 24 14 20 
Able to integrate practical application 
and theory 17 18 17 20 7 16 
Presented connection between 
problems and solutions 17 16 12 13 0 12 
Other 17 2 8 6 7 8 
CTPC = Provincial offices of the Ministry for Communications, Transport, Posts, and Construction; MAF = Ministry of 
Agriculture and Forestry; NPL = Nam Papa Lao; UDAA = urban development and administration authority; WRCC = Water 
Resource Coordination Committee. 
Source: Special Evaluation Study. 

  

12. 71% of staff respondents indicated that knowledge had been transferred through formal 
training and only 19% indicated that consultants were transferring knowledge in the process of 
working together. The percentage in the latter category was slightly higher for respondents in 
managerial positions (23%). The survey team could not probe deeper into the reasons for these 
responses, but from discussions with key informants it appears that a formalized training 
arrangement was clearly focused on the conveyance of knowledge, while working together 
made such transfer dependent on language skills, attitudes, and personal working relationships. 
The latter was, as illustrated in the survey responses, not as effective as hoped for. However, 
poor performance possibly can be explained by the fact that capacity development is often 
mentioned as an aside in terms of reference of consultants, without specifying requisite 
qualifications and standards for measuring performance. 

D. Outcomes  

13. The survey asked several questions related to the outcomes of training and the work of 
consultants to establish whether the knowledge that had been shared was actually used and 
made a difference. The following sections summarize the findings. However, the main 
weakness with this feedback is that no other data (e.g., organizational performance indicators) 
exist to corroborate the findings. For instance, efficiency can be measured in terms of amount of 
work done over a specific time period, but without baseline information and monitoring data, the 
special evaluation study is not in the position to verify whether the reported impressions are 
accurate.  
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14. The most important outcome of training was an increase in efficiency.2 On average 82% 
of respondents felt their efficiency had increased, with 90% being the maximum in the 
agriculture sector, and 74% as the lowest in the WSS sector. Other improvements that were 
mentioned by more than 50% of respondents included relationships within the agency, working 
relationships with other agencies, and professional life in general. Forty-eight percent 
responded that training had helped them develop a different way of thinking. The lowest 
response rates were for location of work, i.e., physical mobility (8%), income (11%), and 
promotions (13%), which might indicate a disconnection between opportunities to increase 
competences, improved performance, and recognition for such improved performance. In 
general, there were only few negative outcomes of training.  

15. Around one third of the respondents used handbooks, teaching materials, and formally 
and informally transferred knowledge daily, while around 50% used these outputs seldom, and 
on average less than 20% never used these outputs. Using these outputs and working with 
consultants generated positive effects that mirrored those perceived as outcomes of training 
(para. 14), with increases in efficiency again scoring the highest. 

16. When asked about efficiency gains, 94% of respondents stated that they were more 
confident doing their job, 92% responded that they were able to do more work with same time 
input, while 88% did the same job with less time input. 85% responded that they worked more 
independently, probably a direct outcome of increased confidence, and 78% responded that 
their responsibilities had increased. In terms of efficacy (goal achievement), the majority of 
respondents (80%) stated that projects contributed to increasing their ability to meet personal 
and professional goals as well those of work units and organizations. 95% respondents reported 
that change had been introduced into work practices as a result of training or working with 
consultants. 78% responded that improvements were made in the organization’s ability to 
interact with other agencies, and over 50% reported improvements in the relationship with 
communities and private sector. Over 65% reported improvements in the ability to provide 
services and the quality thereof, although a lesser percentage (around 45%) reported an 
expansion in service area, frequency of services, or number of clients. When changes could not 
be implemented, budget constraints were the single main obstacle mentioned (27%), but a large 
number of respondents listed a variety of reasons. 

 

                                                           
2  The questionnaire asked for respondents’ perceptions. Performance data to corroborate this self-assessment do 

not exist. 
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CAPACITY DEVELOPMENT RESULTS BY SECTOR 

I. Agriculture Sector 
Capacity Development 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

A.  Operating Environment 

1. Social Capital 
a. Community-relations 
and participation 

Loan projects were to be 
implemented in cooperation 
with communities. 

–  Agency staff in all three 
subsectors (irrigation, 
forestry, and extension) 
reported that projects had 
improved their interaction 
with communities. However, 
some of the community 
groups felt that agencies had 
not yet built sufficient and 
effective capacities to interact 
with them.  

b. Private sector Legal and organizational 
framework for industrial tree 
growing by the private sector 
(Loan 1295-LAO). 

According to progress 
reports, private sector 
participation was slow in the 
beginning, but increased over 
time.  

In the irrigation sector and 
shifting agriculture project, 
capacities have been built to 
manage the bidding process 
for private contracting, but 
capacities to monitor the 
work of private contractors 
are still lacking. 

2. Frameworks 
a. Policy Establish a Department of 

Public Administration and 
Personnel under the Prime 
Minister’s (PM) Department  
Plan including scope and 
timetable for implementing a 
systematic public 
administration reform 
program (Loan 1180-LAO). 

According to the project 
performance audit report 
(PPAR) of Loan 1180-LAO 
(1997), the department was 
established in 1992, the year 
the loan was approved. A 
timetable for public sector 
reform was prepared and 
implemented, clarifying the 
role of central-local 
government, developing 
modern personnel 
management tools, and 
training large numbers of civil 
servants and village chiefs. 

While the department has 
been established it has only 
five staff and no influence on 
personnel management 
practices at provincial level. 
Even at central level, only 
little progress has been made 
(largely with assistance of the 
United Nations Development 
Programme) to introduce 
simple improvements such 
as standardized job 
descriptions. A large number 
of reforms still need to be 
accomplished.  

 PM Decree enabling public 
sector employees to resign 
without prior authorization 
and that secures employees 
rights to severance pay and 
other entitlements that 
persons required to leave 
receive (Loan 1180-LAO). 

PM Decree No. 171 was 
issued in November 1993 on 
public sector employees, 
resignation and severance. 
Article 38 of the decree 
requires government to 
compensate employees 
(severance pay) and assist in 
finding new jobs. 

The decree is in place, but 
incentives are such that 
maintaining one’s position 
with government is favored. 

 Agriculture development 
policy framework that sets out 
how macroeconomic and 
sector policies affect 
agriculture development 
(Loan 1180-LAO). 

The policy framework was 
stated in its Public Investment 
Program 1996–2000, which 
was presented to the sixth 
roundtable meeting of funding 
agencies in Geneva in June 
1997. 

The framework was used for 
fund mobilization and 
allocation, and in that respect 
affected the functioning of the 
Ministry of Agriculture and 
Forestry (MAF). 
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Capacity Development 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

b. Budget Improve macroeconomic 
management and 
coordination to ensure 
financial flows to the 
agriculture sector, including 
the adoption of a public 
investment plan, medium-
term development 
expenditure policy and 
programming framework, and 
mechanisms (Loan 1180-
LAO). 

Public investment plan was 
produced. Financial flows 
(investment and aid) are 
managed through the existing 
channels, which in 1996 
(during the project period) 
included the setting up of the 
Committee on Investment 
and Foreign Economic 
Cooperation. 

The loan did not state clearly 
which organizational entity 
should take on these 
responsibilities and thus 
whether such capacities 
should be built and where. 
Discussions with MAF 
indicated that assistance in 
this area was not provided to 
the relevant department.  

c. Legal PM decree on forestry sector 
reform, Forestry Sector 
Reform Law (Loan 1295-
LAO). 

The forestry law as passed in 
October 1996 (PPAR of Loan 
1180-LAO). 

An array of policy makers 
and legislation that is 
complex creates problems in 
the forestry sector. 
Insufficient coordination 
between land services, 
taxation, and forestry 
department means that the 
sale of wood involves a 
lengthy process to acquire 
the requisite permit(s). 

3. Interorganizational Relationships 
a. Hierarchy/ 
Relationships 
b. Cooperation 
c. Coordination and 
Communication 

– – The focus group discussions 
(FGDs) did not reveal 
whether assistance was 
provided to improve 
capacities to deal with other 
agencies. In the irrigation 
sector and shifting agriculture 
project, contacts with other 
agencies exist. However, in 
the forestry sector 
overlapping and conflicting 
roles between various 
agencies involved in the 
project were reported. 

B.  Organizational Development 
Department of Planning, Finance, and International Cooperation, Ministry of Agriculture and Forestry 
1. Service Delivery 
a. Functions, clients, 
and services 

Timetable for MAF’s 
disengagement from state-
owned enterprises (SOEs), 
complete disengagement 
from 19 of them through 
selling, leasing, liquidation, or 
any other measure to private 
management. Inventory of all 
SOEs under the supervision 
of provincial agriculture 
departments (Loan 1180-
LAO). 

These outputs were 
achieved, even if the process 
of disengagement was 
managed unevenly across 
different SOEs.  

Key informant interviews 
indicated that capacity 
development assistance was 
directed at the technical 
departments (e.g., irrigation) 
rather than the department of 
planning. There did not seem 
to be an organizational 
memory of previous Asian 
Development Bank (ADB) 
assistance. The extent to 
which this disengagement 
from the productive sector 
resulted in a reorientation of 
MAF’s mandate cannot be 
assessed based on available 
data. 
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Capacity Development 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

 Develop procedural 
guidelines for land allocation 
and applying these to the 
project area (Loan 1688-
LAO). 

– – 

 Database of rural 
development indicators to be 
incorporated in the benefit 
monitoring and evaluation 
system and to be used to 
evaluate agriculture sector 
programs/projects (TA 2333-
LAO). 

– – 

b. Staffing Train staff in administrative 
procedures (TA 1745-LAO) 
Train staff in logical 
framework planning and 
benefit monitoring and 
evaluation (TA 2333-LAO). 

The TA completion report 
indicated that training was a 
key component of both TAs. 
Training varied depending on 
background and experience 
of trainees. Those with some 
experience had the 
opportunity to upgrade their 
skills; while reportedly others 
acquired basic skills. Training 
focused on project appraisal, 
planning, and administration. 
For a smaller group, 
computer training was 
organized. 

As reported. 

c. Technology, 
infrastructure, 
equipment 

– – – 

2. Internal Management 
a. Structure and 
Management 

Policy guidelines for 
operational activities of MAF 
and its departments (Loan 
1180-LAO and related TAs 
1745-LAO and 2333-LAO). 

Guidelines, terms of 
reference, and 
recommendations to 
strengthen and streamline 
staff and departments were 
made. 

As reported. 

 Reorganization and 
strengthening of MAF to 
develop and institute 
capabilities for sector 
programming and monitoring, 
resource management, and 
development coordination in 
line with the overall sector 
policy framework (Loan 1180-
LAO). 

Policy conditions for 
strengthening and 
streamlining MAF were met 
and TA recommendations 
were implemented. A human 
resource development plan 
formulated under the TA was 
not implemented due to 
funding shortages (none of 
the development partners 
supported the plan). 

As reported. 

 Single entity with MAF for 
upland agro-silvi-pastoral 
activities (Loan 1180-LAO). 

The unit was established in 
the department of forestry. 

As reported.  

 Integrated extension and 
research program (Loan 
1180-LAO and related TA 
1745-LAO). 

The TA prepared a program 
as an investment program. 
However, the Government 
did not want to borrow for the 
program, but could not attract 
grant finance. 

As reported. 
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Capacity Development 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

b. Work Processes Organizational and resource 
development, budget and 
planning  
Simple computer recording 
keeping system at MAF (TA 
1745-LAO). 
Simple benefit monitoring and 
evaluation system for routine 
reporting of rural 
development indicators (TA 
2333-LAO). 

Planning and project benefit 
monitoring and evaluation 
systems were established. 

As reported. 

c. Human Resource  
Management 

Medium-term staff 
rationalization program –
reduction of 20% or more in 
staff numbers between 1992 
and 1996 (Loan 1180-LAO). 

Required staff reductions 
were implemented at the 
time. 

As reported. 

 Human resource 
development (HRD) plan, 
including deployment plans, 
staffing requirements, training 
needs, and manuals and 
guidelines (TA 1745-LAO and 
TA 2333-LAO). 

HRD plans were prepared but 
no (external) funding could be 
raised to implement the 
plans. 

As reported. 

d. Financial 
Management 

Continue not granting SOEs 
preferential treatment and not 
subsidizing SOEs (Loan 
1180-LAO). 

Policy eliminating direct 
budget subsidies to SOEs 
had remained in effect since 
1991. 

As reported 

Department of Forestry, Ministry of Agriculture and Forestry  
1. Service Delivery 
a. Functions, clients, 
and services 

New system of resource 
management for efficient and 
sustainable resource use 
(Loan 1180-LAO). 
 

The Center for Protected 
Areas and Watershed 
Management was set up to 
manage resources (forest 
and watershed) and worked 
with several projects to 
ensure community 
participation and sustainable 
use of natural resources. 
One key obstacle to the 
success of the forest industry 
in the Lao PDR is access to 
export markets, which was 
discussed at a workshop in 
April 2003. 

The project introduced tree 
plantation as a new initiative 
and participants were 
enthusiastic. Views on 
market issues diverged 
between great satisfaction 
with current market prices 
and additional income 
opportunities (charcoal 
making) to complaints about 
transport costs. It is not clear 
whether the initiative to plant 
trees was sufficient to 
introduce new resource 
management principles or 
rather resulted in the 
realization of a commercial 
opportunity. 

 National plantation strategy 
(Loan 1295-LAO). 

The strategy is embedded in 
regulation 196/MAF, which is 
derived from the forest law 
01/96/NA.  

According to FGD 
participants, the national 
strategy allows planting trees 
on vacant land, but is 
inadequate to address 
marketing issues. 
Regulations are cumbersome 
and coordination between 
agencies is inadequate. 
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Capacity Development 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

 Specialized extension 
capability for industrial tree 
planting (Loan 1295-LAO). 

Social, technical and 
environmental systems have 
been developed in support of 
sustainable tree plantations 
in the Lao PDR. However, 
the harvesting and marketing 
procedures have yet to be 
fully developed to ensure that 
the participants realize full 
benefits from their 
plantations. 

The Agriculture Promotion 
Bank (APB) played a much 
stronger role than DOF in 
setting up tree plantation 
groups, selecting group 
members, providing loans, 
and supplying seedlings and 
fertilizer. The DOF advocated 
the project and provided 
technical advice to farmers, 
but feedback from the latter 
focused on APB’s role. 

b. Staffing Training program for 
industrial tree planting, 
including an assessment of 
organizational capabilities to 
provide such training (Loan 
1295-LAO). 

– The project management unit 
(PMU) is considered 
sufficiently staffed (even 
having 1–2 people too many), 
but staff shortages were 
reported at provincial level. In 
one province, the total 
provincial and district staff 
strength is 37 to deal with all 
agriculture subsectors 
(forestry, agriculture, 
livestock, and irrigation). Five 
were project staff, who are 
“jobless now, because the 
project is completed,” and 
none of them received 
training under the project. 
Staff identified its main 
weakness in the areas of 
marketing and market 
information. 

c. Technology, 
infrastructure, 
equipment 

Tree plantations Between 1997 and 2002, 
12,912 ha of plantations were 
established. Initial 
performance of plantations 
was encouraging, although 
there have been some 
failures. 

Some agencies reported that 
motorbikes that had been 
supplied under the project 
have become inoperable due 
to the lack of spare parts. 
Tree plantations have been 
established, some more 
successful than others.  

2. Internal Management 
a. Structure and 
Management 

Single entity within MAF to 
program, plan, and 
coordinate all of the 
multidisciplinary elements of 
interventions aimed at 
establishing upland agro-silvi-
pastoral activities on a 
sustainable basis (Loan 
1180-LAO). 

The new role of the DOF, 
encoded in the forestry law, 
is law enforcement, 
extension, and research. The 
department will coordinate 
the allocation of land in 
remote and mountainous 
areas, organize agro-silvi-
pastoral activities for shifting 
cultivators. 

– 

b. Work Processes – – Monitoring and inspection 
was done at each step, i.e., 
seedlings and planting. A 
hierarchical reporting system 
exists. 
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c. HR Management – – Poor remuneration and 
working conditions were 
raised as issues. Hardly any 
training was provided to staff 
in this subsector for lack of 
resources. Per diem followed 
government standards. In 
other sectors, per diems are 
higher, but are only partly 
paid to staff, about 40% 
being kept by the district 
office.  

d. Financial 
Management 

– – Complicated and time-
consuming financial reporting 
requirements existed within 
the chain of the project office 
and within APB. Villagers 
reported that several months 
passed between approval of 
applications and actual 
availability of funds.  

Agriculture Promotion Bank 
1. Service Delivery 
a. Functions, clients, 
and services 

APB was the implementing 
agency for credits to be 
extended under the industrial 
tree plantation project (Loan 
1295-LAO), but capacity 
development objectives were 
not detailed. 

During implementation, 
project performance reports 
reflected on capacity 
weaknesses of APB in 
processing credit applications 
and management of 
accounts, including ensure 
repayments of loan interest 
and principle. 

APB played a major role in 
the implementation of Loan 
1295-LAO (see above). It is 
not obvious what capacity 
development efforts were 
actually carried out. FGDs 
involving beneficiaries from 
the forestry and the irrigation 
sectors frequently raised 
problems with APB’s timely 
disbursement of loans and 
distribution of fertilizers or 
seedlings. 

b. Staffing – – – 
c. Technology, 
infrastructure, 
equipment 

– – – 

2. Internal Management 
a. Structure and 
Management 

Corporate plan (Loan 1295-
LAO). 

– – 

b. Work Processes Implement Government’s 
accounting system for banks 
(Loan 1295-LAO). 

Project progress reports 
reflected the need to improve 
credit management 
procedures.  

FGDs reflected on 
cumbersome procedures 
from the perspective of those 
applying for loans for tree 
plantations. However, the 
SES did not conduct an 
assessment of the efficiency 
of the process and the 
effectiveness of checks-and-
balances. 

c. Human Resource 
Management 

– – – 

d. Financial 
Management 

– – – 
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Department of Irrigation, Ministry of Agriculture and Forestry 
1. Service Delivery 
a. Functions, clients, 
and services 

Establish fundamentally 
different role of the 
department, including 
deferral of public investments 
in new large-scale irrigation 
schemes. 

– At least under ADB funding, 
there has been a shift to 
medium to small-scale 
irrigation projects. Since the 
department is dependent on 
external funding for 
investments, scheme size will 
depend on the policies and 
priorities of external funding 
agencies. 

 Build central, provincial, and 
district capacities to support 
and sustain farmer-managed 
irrigation, including provision 
of extension services. 

– At central level, capacities 
are vested in the 
management units of the 
ADB-funded projects, which 
exist in separation of the 
department. At the 
subnational level, these 
capacities are being built at 
provincial and district level, 
and within communities. In 
general, the agencies were 
aware of the types of 
services they were providing 
(under the project) and felt 
that the quality of services 
had improved, although some 
technical and financial 
difficulties were encountered. 

 Integrated Management of 
Land and Natural Resources 
Office for policy and planning 
and as repository of 
information (digitized 
geographic information 
system). 

– – 

b. Staffing Training staff at provincial 
and district agriculture 
service offices in community 
organization (Loan 1488-LAO 
and 1788-LAO). 

Staff was appointed and 
trained in supporting 
community-based water user 
organizations and expanded 
to focus also on community 
development activities.  

While staff has been 
appointed, there was a 
general sense that staffing 
levels were too low and that 
staff did not have the right 
expertise to undertake the 
assignments. Skills were 
improved through training 
under the ADB-funded and 
other projects, but longer on-
site training was desirable. 
Staff was appointed to 
projects, i.e., they were 
temporary and would return 
to their regular job after 
project completion. Any 
continuation of so-called 
project activities depended 
on new projects (finance) 
rather than integrating new 
skills into daily functions.  
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c. Technology, 
infrastructure, 
equipment 

Pilot demonstration of small-
scale irrigation and medium-
scale rehabilitation, including 
necessary support 
mechanisms, methodologies, 
and procedures. Physical 
infrastructure (irrigation 
systems and rural roads), 
including watershed 
protection measures (Loan 
1488-LAO and 1788-LAO). 

– PMUs reported that they 
generally had sufficient office 
equipment and facilities.  

2. Internal Management 
a. Structure and 
Management 

Operational and 
management capabilities to 
initiate and manage a more 
efficient and effective 
irrigation development 
program consistent with the 
concepts of self-sustainability 
and cost recovery. 
Framework for irrigation 
development with priorities, 
policies, and strategies. 

– These responsibilities are 
lodged in the PMUs rather 
than DOI. The project 
management structure 
reportedly works fine, but no 
capacities of the ministry 
itself are built. Current PMU 
capacities depend on 
external funding and will be 
dismantled at project 
completion unless there is a 
follow-on project. 

b. Work Processes Appropriate models, 
methods, procedures and 
support mechanisms to 
enable a program of self-
sustaining irrigation 
development and 
rehabilitation. 
Systems and procedures for 
planning, implementing, 
supervising, operations and 
maintenance (O&M), and 
benefit monitoring and 
evaluation at national, 
provincial, and district levels 
(Loan 1488-LAO). 

– Farmers reported that advice 
from district staff was valued 
in the areas of new methods 
for planting and water 
management, introduction of 
cash crops, and provision of 
seeds. Agency staff reflected 
more on project monitoring 
and reporting procedures 
rather than those related to 
irrigation and extension work. 
Manuals were provided 
during training. 

 Systems and procedures for 
preparing environmental 
impact assessments and 
implementation of mitigation 
plans. 

– Environmental impact 
assessments are prepared as 
part of new projects, as they 
are generally financed by 
external agencies with this 
requirement. 

 Open competitive bidding 
procedures on all public 
sector-funded construction 
contracts above $60,000. 
[Loan 1180-LAO(SF).] 

Requisite procedures were 
introduced in 1992 for 
externally funded projects; 
the same system has started 
to be applied for all 
government-funded projects 
since program completion. 

– 
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c. Human Resource 
Management 

HRD and training needs 
assessment (short, medium, 
and long-term). 

– HR management takes place 
according to civil service 
standards. Issues were 
raised about recruitment, 
placement, remuneration, 
incentives, and training. 
Government salaries were 
found inadequate and 
salaries were not paid on 
time. Projects paid a daily per 
diem for fieldwork that was 
almost 2.5 times the salary. 
This was considered an 
appropriate incentive and 
requests were launched that 
these payments should be 
made standard to 
government salary packages. 
Career progression 
depended on a mix of 
technical knowledge and 
political ideology. HRD plans 
existed, but funding was not 
available to implement them. 
Problems existed with 
replacing experienced staff 
once they left the agency. 

d. Financial 
Management 

Cost-recovery system, 
leading to full recovery of 
O&M costs. 

– Financial procedures, in 
particular disbursements 
were felt to be too 
cumbersome, requiring too 
many signatures even for 
small amounts and having 
too low overall ceilings.  
Cost recovery was an issue 
in several schemes as they 
reported insufficient funds to 
operate and maintain 
equipment, especially water 
pumps, and the cost of water 
was considered high. PMUs 
are aware of the need to 
ensure cost recovery, but did 
not monitor whether and 
which schemes were meeting 
cost recovery requirements 
and whether that would be 
sustained.  
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Water Users Associations, several provinces and districts 
1. Service Delivery 
a. Functions, clients, 
and services 

WUAs enabled to select, 
design, implement, operate 
and maintain irrigation 
systems. 
Communities capable to 
prepare and adopt (with 
government assistance) 
agriculture development 
plans, and select, design, 
implement, operate and 
maintain rural access roads. 

WUAs were established and 
able to maintain irrigation 
systems that were built under 
the projects. 
According to progress 
reports, road maintenance 
organizations were 
established for 15 
subprojects. 

WUAs were formed and are 
operating. WUAs were 
pleased with most services 
provided under the projects 
(technical advice, assistance 
to rebuild irrigation canals, 
etc.), and outcomes 
(increased yields, higher 
incomes that were translated 
into productive assets). 

b. Staffing – – –  
c. Technology, 
infrastructure, 
equipment 

Pilot demonstration of small-
scale irrigation and medium-
scale rehabilitation, including 
necessary support 
mechanisms, methodologies, 
and procedures. Physical 
infrastructure (irrigation 
systems and rural roads), 
including watershed 
protection measures (Loan 
1488-LAO and 1788-LAO). 

– Irrigation schemes were built 
as planned and no problems 
were reported. However, 
issues with equipment 
existed, especially water 
pumps that are too large, 
heavy, noisy, and costly to 
operate. In some cases skills 
do not exist to maintain the 
machines, or appropriate and 
safe storage was lacking 
which resulted in loss of 
project motorbikes. Roads 
were much appreciated. 

2. Internal Management 
a. Structure and 
Management 

Community organization, i.e. 
setting up structures and 
legal framework that enable 
communities to participate in 
selection, design, 
implementation, and O&M of 
irrigation systems by 
providing training, community 
organizers, undertaking 
social assessments, and 
training communities in O&M 
of community-managed 
irrigation schemes and rural 
access roads (Loan 1488-
LAO). 

A decree was issued for 
setting up WUAs, which were 
established and members 
trained with the assistance of 
irrigation coordination 
officers. During 
implementation, practical 
ways for improving the 
operations and efficiency of 
WUAs were identified and 
implemented. 

WUAs are community-based 
organizations and are formed 
around irrigation schemes. 
Farmers with access to the 
irrigation scheme become 
members, participate in the 
investment cost, and in 
managing and maintaining 
the scheme. In several 
locations similar associations 
existed before, although with 
less participation and without 
funding.  

b. Work Processes – – – 
c. Human Resource 
Management 

– – – 

d. Financial 
Management 

Financial sustainability of 
WUAs. 

Among the 41 subprojects 
that were collecting irrigation 
service fees, 20 subprojects 
had collection rates of more 
than 80%. Fees were 
deposited in bank accounts 
to be used for future 
maintenance work. 

Although FGDs reflected 
several times concerns over 
the cost of water. It remains 
to be seen whether 
contributions will continue to 
be paid after project 
completion, and whether 
funds will be managed and 
used appropriately. 
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Houaphanh Provincial Government 
2. Service Delivery 
a. Functions, clients, 
and services 

Extension services for 
agriculture, veterinary 
services, and aquaculture 
(Loan 1688-LAO). 

Progress reports indicated 
that new crops had been 
introduced and improvements 
to animal husbandry had 
been made. Villagers signed 
agreements to phase out 
opium poppy cultivation.  

The project is still under 
implementation with 
consultants, United Nations 
volunteers, and 
nongovernment organizations 
on site. During the FGD there 
was no clear differentiation 
between capacities in service 
delivery that were built and a 
description of the terms of 
reference of the agency. 

b. Staffing Training for provincial and 
district staff, funds for 
domestic and international 
training to study pasture 
development, soil and water 
conservation, and 
agroforestry systems (Loan 
1688-LAO). 

– 
 

No feedback. 

c. Technology, 
infrastructure, 
equipment 

– – – 

2. Internal Management 
a. Structure and 
Management 

Establish and finance up to 
10 additional provincial and 
district land use planning and 
land allocation teams, 
integrated into the existing 
cadres (Loan 1688-LAO). 

– No feedback. 

b. Work Processes – – – 
c. Human Resource 
Management 

Training facilities and 
equipment, training and 
extension materials at 
provincial and district levels 
(Loan 1688-LAO). 

– No feedback. 

d. Financial 
Management 

– – – 

Village-based Development Groups (Houaphanh Province) 
1. Service Delivery 
a. Functions, clients, 
and services 

Village and community 
organizations to effectively 
participate in development 
planning and management, 
including providing on-farm 
trials and demonstrations and 
preparation of village 
demonstration projects.  

Village development and land 
use planning was proceeding 
and understood. 
Communities expressed 
interest in adopting a market-
oriented, diversified, 
sedentary farming system 
and anticipated better market 
access since access road 
and footpaths were 
constructed. 

The villagers reflected on the 
benefits of the project, but 
less so on their participation 
in planning and management. 
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  Savings and credit groups 
were formed in 6 villages 
have received a total of 
$10,000 for microfinance and 
are performing well. 

FGDs revealed that the 
microfinance component was 
operating well and generated 
enough income to repay 
loans and reinvest in 
additional productive means. 

b. Staffing Train 10 villagers per village 
in on-farm trials and 
demonstrations and 
preparation of village 
demonstration projects. 

61 village health volunteers 
from 30 villages have been 
trained. 

Training was provided in 
several areas, including silk 
processing, mushroom and 
vegetable cultivation, animal 
husbandry and veterinary 
services. Several courses 
and study tours were 
undertaken on health issues, 
especially opium addiction.  

c. Technology, 
infrastructure, 
equipment 

Village center. 
Irrigation systems and water 
supply and sanitation. 
Rural tracks. 

Provision of clean water 
supplies, sanitary latrines, 
and irrigation improvements 
was very well received. 
Access roads and rural tracks 
were constructed. 

Facilities have been built, 
including four water taps that 
were mentioned as one of the 
more impressive points. 
Roads and tracks have been 
built and are mentioned as 
one of the most impressive 
points. 

2. Internal Management 
a. Structure and 
Management 

Form village development 
committees (Loan 1688-
LAO). 

Village development 
committees were formed and 
United Nations volunteers 
were assigned to them to 
help in operations. 

Ditto. 

b. Work Processes – – – 
c. Human Resource 
Management 

– – – 

d. Financial 
Management 

Funding to be provided by 
the project (Loan 1688-LAO). 

Done Villagers felt that project 
results will be sustainable, 
because they received a lot 
of useful assistance, although 
there was no discussion of 
sustained finance for 
continued extension service 
and maintenance of 
infrastructure.  
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A.  Operating Environment 

1. Social Capital 
a. Community-
relations and 
participation 

– The project completion 
report (PCR) of Loan 1329-
LAO suggested ways in 
which the Environmental 
Management Unit should 
interact with communities. 
The PPAR of the same loan 
observed, among other 
things, that particular 
attention needed to be paid 
to increasing ownership of 
village-level projects. 
The PCR of Loan 1456-LAO 
documented criticisms raised 
by international 
nongovernment 
organizations with regard to 
community and 
environmental issues and 
stated that negative impacts 
had been remedied.  

The unit was not part of the 
loan project, but must have 
been established under 
different assistance. 

2. Frameworks 
a. Policy Tariff policy and tariff 

structure that is consistent 
with policy and EDL’s billing 
and collection capacity (TA 
2569-LAO). 
 

The TA completion report 
(1998) stated that the tariff 
had been raised by 90%, but 
that further adjustments 
would be necessary in the 
future. No information was 
provided on capacities to 
analyze and determine 
necessary tariff increases or 
channels to negotiate the 
same that had resulted from 
assistance.  

– 

b. Budget – – – 
c. Legal Regulatory framework for 

Lao National Grid Company 
(LNGC) and define authority, 
rights and duties of all 
parties connected to the 
transmission system; 
prepare grid code to be 
observed by all parties 
connected to the 
interconnected power 
system; prepare detailed 
guidelines for power pooling, 
power trading between 
parties, access to the 
transmission system and 
wheeling agreements (TA 
2728-LAO). 

The final report under the TA 
included a draft grid code, 
guidelines for power pooling 
and wheeling arrangements. 
It formed a valuable input to 
TA 2926-LAO. The 
Government did not proceed 
with the major 
recommendations of the TA 
in setting up LNGC due to 
Asian financial crisis which 
slowed down the growth in 
power demand in 
neighboring countries 
especially Thailand (1999). 

The Government has not 
changed its position on the 
LNGC. 
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3. Interorganizational Relationships 
a. Hierarchy/ 
Relationships 
b. Cooperation 
c. Coordination and 
Communication 

Develop structural inter-
relationship between EdL 
headquarters and Luang 
Prabang Facility (TA 1082-
LAO) 
 

According to the PPARs for 
Loans 928-LAO and 1308-
LAO (1999) the TA “was 
cancelled after it was 
considered by EdL to 
duplicate the provision of 
consulting services for 
merging the electricity 
operations of the southern 
provinces” under Credit 1826 
funded by the International 
Development Association.” 

EdL Luang Prabang is a fully 
integrated part of the EdL 
headquarters. 

B.  Organizational Development 

Electricité du Laos 
1. Service Delivery    
a. Functions, clients, 
and services 

Successive loans aimed to 
increase EdL’s capacity to 
generate power, initially for 
export earnings and over 
time increasingly for 
domestic supply as demand 
increased.  
 
Strengthen EdL’s capacity to 
prepare, design, and 
implement environmentally 
sustainable projects (Loan 
1456-LAO) 

PCRs and PPARs of 
successive loans reported 
that generating capacities 
had been established 
successfully, securing 
reliable supply for export 
earnings and for domestic 
supply. 
The PPAR (2003) of the loan 
assessed that this capacity 
had been achieved 
satisfactorily. 

The SES did not verify EdL’s 
production capacity, as it 
would have required 
technical investigations 
beyond the scope of the 
evaluation.  

b. Staffing 
- Consultants to 
perform line functions 
- Training staff of 
government agencies 
to perform tasks and 
duties independently 

- Project preparation, 
physical site investigation, 
detailed design work, 
tendering of documents, etc. 
(to be provided under each 
loan project). 
- Training not specified in 
project design 

- Consulting services were 
provided as specified. 
- PCRs and PPARs of 
several loan projects 
reported the effective use of 
multilateral, bilateral, and 
public-private sector 
arrangements to build 
capacities. 

EdL felt that the long-term 
working arrangement with 
the private sector was key to 
success. Initially a larger 
contingent of foreign staff 
worked at the facility, training 
local staff on the job and 
handing over more 
responsibilities as local staff 
became ready. 

c. Technology, 
infrastructure, 
equipment 

Investments in infrastructure 
and maintenance equipment 
(all loans) 

PCRs and PPARs of loan 
projects reported that 
physical infrastructure was 
built as specified and in good 
working condition. 

The SES did not verify EdL’s 
production capacity, as it 
would have required 
technical investigations 
beyond the scope of the 
evaluation. 

2. Internal Management 
a. Structure and 
Management 

Structural changes regarding 
the integration of EdL Luang 
Prabang into a nationwide 
power company were to be 
recommended under TA 
1082-LAO. 

The TA was canceled, but 
the structural change took 
place partly with World Bank 
assistance that had similar 
aims as the TA. 

– 
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 Corporate plan including 
goals for profitability, 
operational performance, 
financial structure, economic 
benefits, changes in 
operational procedures etc. 
(TA 2569-LAO). 

The TA completion report 
stated that operational 
strategies and the corporate 
plan were well received by 
EdL and would form the 
basis for planning. 

EdL has had extensive 
experience with and 
exposure to international 
companies with resultant 
benefits to strategic 
planning.  

b. Work Processes – – – 
c. Human Resource 
Management 

Staff proposals and job 
descriptions for EdL Luang 
Prabang (TA 1082-LAO) 

– The TA was canceled.  

d. Financial 
Management 

Analyze accounting and 
reporting systems used by 
Luang Prabang facility and 
recommend changes to align 
them with EdL and Southern 
Provinces’ utilities (TA 1082-
LAO) 
 
 

The ADB TA was canceled, 
but World Bank assistance 
was provided instead. The 
PPAR of Loan 928-LAO and 
1308-LAO (1999) observed 
a continuing need for 
strengthening EdL’s 
accounting system. “ The 
nature of capacity 
development and training 
appeared too short term, and 
not an adequate 
replacement for graduates 
trained for a longer period in 
accounting and information 
technology. The timely 
provision of system 
hardware and software were 
also necessary for the 
effective strengthening of 
accounting and management 
information systems.”  

– 

 Loan covenants under loan 
projects. 

PCRs and PPARs 
repeatedly reported 
noncompliance with 
covenants to meet financial 
standards (accounts 
receivable, debt service 
ratios, tariffs, etc.). 

 

Lao National Grid Company 
1. Service Delivery 
a. Functions, clients, 
and services 

Overall functions of the 
national grid company were 
not defined.  
 
Recommend how 
environmental and social 
management issues can be 
addressed in the context of 
the company’s 
organizational and 
administrative structure (TA 
2728-LAO) 

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 
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b. Staffing TA 2728-LAO: Review 
sustainability of Lao National 
Grid Company (LNGC) by 
examining availability of 
human resources and 
proposed measures to 
improve deficiencies noted 
by means of training, 
overseas recruitment and 
technical assistance 

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 

c. Technology, 
infrastructure, 
equipment 

TA 2728-LAO: identify 
assets that will be 
transferred to the company 
and those that will remain 
with the Government/EdL 

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 

2. Internal Management 
a. Structure and 
Management 

TA 2728-LAO: define 
business nature of the 
company, including mission 
statement and draft charter; 
develop organizational 
structure indicating staffing 
and other requirements  

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 

b. Work Processes TA 2728-LAO: Propose a 
management information 
system (MIS) for LNGC and 
recommend requirements 
and measures to implement 
the system; incorporate 
social and environmental 
elements in the MIS 

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 

c. Human Resource 
Management 

– – – 

d. Financial 
Management 

TA 2728-LAO: analyze 
commercial aspects of the 
company (revenue 
requirements); prepare 
detailed operating budgets, 
financial projections, and 
capital investments 

While the TA produced a 
report with requisite 
recommendations, the 
Government chose not to 
pursue the recommended 
national grid company. 

– 
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A.  Operating Environment 

1. Social Capital 
a. Community-
relations and 
participation 

Education and awareness 
programs: HIV/AIDS, 
nonformal education, and 
road safety awareness; and 
community development 
(through Japan Fund for 
Poverty Reduction project 
attached to 1989-LAO) 

Initially, the loan covenant to 
meet requirements for road 
workers were not met, but 
later progress reports stated 
that the executing agency 
was in compliance with loan 
covenants. 

Road safety measures are 
planned under a forthcoming 
loan. 

b. Private sector Assist in commercialization 
and privatization of state-
owned construction 
enterprises (TA 1897-LAO 
and TA 2862-LAO) and loan 
covenant. 

Compliance with the loan 
covenant was reported in 
project progress reports. 
However, a TA performance 
audit report (TPAR) (2003) 
observed that while 
privatization of road 
construction enterprises had 
taken place, it continued to 
face several problems, 
including access to finance, 
trained and skilled personnel 
(technical, managerial, and 
accounting), and sufficient 
demand for contracting 
work.  

No change since the TA 
evaluation report in 2003. 

2. Frameworks 
a. Policy – – – 
b. Budget – – – 
c. Legal Review and pursue adoption 

of the road and traffic 
legislation developed under 
final report of TA 1897-LAO; 
develop necessary 
implementation procedures 
for use of the legislation (TA 
2389-LAO) 

The road act developed 
under the first TA was 
passed in 1999, but the 
executing agency decided 
that legislation was 
sufficiently detailed and did 
not require implementation 
procedures as foreseen 
under the second TA. 
According to the TPAR 
(2003) the “transport law in 
the Lao PDR is still 
developing with respect to 
alignment of domestic 
legislation with international 
practices and conventions 
and with sector objectives 
including economic and 
safety regulations in the 
transport system.” 

No change since the TA 
evaluation report in 2003. 

                                                           
1  Due to the limited capacity development assistance included in the designs of loans and technical assistance 

projects to the road sector, the special evaluation study conducted selected key informant interviews and surveys. 
The focus group discussion was held at the ministry as an exercise to compare ADB assistance with that of other 
development partners. 
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3. Interorganizational Relationships 
a. Hierarchy/ 
Relationships 
b. Cooperation 
c. Coordination and 
Communication 

– – – 

B.  Organizational Development 

1. Service Delivery    
a. Clients and 
services 

Strengthen the 
environmental and social 
unit for environmental 
monitoring and management 
of road constructions in 
environmentally sensitive 
areas (1795-LAO). 

According to project 
progress reports, the 
executing agency complied 
(with delay) with covenants 
to appoint staff to the unit 
and engage an international 
nongovernment organization 
for independent monitoring. 

The monitoring unit 
continues to be weak. 

b. Staffing    
- Consultants to 
perform line functions 

Construction supervision, 
feasibility and engineering 
design for future projects, 
project performance 
monitoring and evaluation, 
Project coordination, 
construction supervision, 
preparation of a social action 
plan, technical support for 
water and sanitation 
schemes. 

Consulting services provided 
as specified. 

Data for the last 3 years 
indicate that the number of 
consultants working for the 
ministry has dropped 
considerably. However, 
numbers include workers 
and site supervisors that 
contractors may bring during 
construction periods. Thus, 
figures fluctuate depending 
on the amount of ongoing 
construction work. No 
records could be produced 
on whether the number of 
consultants for project 
supervision, engineering 
design, etc., had been 
reduced and whether or to 
what extent these jobs were 
taken on by Lao PDR staff. 
According to participants in 
FGDs, long-term consultants 
were more effective in 
transferring knowledge and 
experience than short-term 
experts. Yet, effectiveness 
was seriously compromised 
by the lack of appropriate 
counterpart staff that would 
continue operating systems 
set up and managed by 
long-term consultants.  

- Training staff of 
government agencies 
to perform tasks and 
duties independently  

The Ministry of 
Communications, Transport, 
Posts, and Construction 
(MCTPC) and its provincial 
office in Xieng Khuoang will 
receive training for planning 
and execution of 
maintenance of national 
roads in the province (Loan 
1533-LAO) 

The TPAR (2003) reported 
that formal training was 
provided in the fields of 
“regulation in the transport 
sector, truck and bus costing 
systems, timetable and duty 
schedule compilation, and 
development of public bus 
systems. Seminars and 
workshops for the 

Training was provided by 
several agencies (ADB, 
World Bank, Swedish 
International Development 
Agency, and Japan 
International Cooperation 
Agency). The key to success 
was the right duration of 
courses (they tended to be 
too short), and the matching 
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Several TAs: build capacities 
for procurement, contract 
management, accounting, 
audit, project monitoring, 
and role of MCTPC 
representative under 
international and local 
competitive bidding 
(ICB/LCB) contracting 
arrangements. 

contracting and transport 
industry were held in 1995 
and 1996. While there are 
still limitations in follow-on 
training and the number of 
skilled people available in 
state and private 
enterprises, MCTPC does 
offer continued internal and 
external training programs.” 

of training content with the 
Lao system. For instance, if 
procurement or audit 
requirements were taught 
that were not in line with 
requirements of the Ministry 
of Finance, they could not be 
followed. 

 Formal and on-the-job 
training for provincial and 
road sector staff and for the 
Environmental Research 
Institute in the Science, 
Technology and 
Environmental Agency to 
develop skills for 
environmental and social 
monitoring (1989-LAO). 

Under implementation. The consultant is working 
with the Science and 
Technology Agency, thus 
the road department does 
not benefit or gain 
experience.  

c. Technology, 
infrastructure, 
equipment 

Roads, feeder roads, 
bridges, funding of 
maintenance work, 
maintenance equipment 
(funded under all Loans: 
1108-LAO, 1234-LAO, 1369-
LAO, 1533-LAO, 1795-LAO, 
and 1989-LAO). 

– Not verified separately by 
the SES.  

2. Internal Management 
a. Structure and 
Management 

Procedures for a rolling 
medium-term plan (with 
objectives, targets, and 
budget implications); 
institute a monitoring system 
to track progress against 
plan; institute review system 
for prospective projects to 
assess how they fit in to the 
corporate plan, i.e., balance 
new roads and regional 
priorities (TA 2389-LAO) 
Coordinate ongoing 
development works on 
systems for Priority 
Planning, Road inventory, 
Road Maintenance 
Management, Bridge 
Maintenance Management 
(TA 2862-LAO) 

PCRs and reports and 
recommendations of the 
President for later loans on 
roads development 
commented on the executing 
agency’s appreciation of the 
consultant’s work and that 
the agency had to improve 
its capacity to plan, program, 
budget and implement the 
country’s road construction 
and maintenance program, 
among others through 
organizational restructuring 
and the delegation of 
responsibilities to the 
provincial authorities. 
 

FGD participants felt 
confident and competent to 
prepare the budget and 
manage finances without 
external assistance, but 
commented that these 
functions were still 
undertaken by international 
consultants. 

b. Work Processes Formats for collecting 
baseline data, time 
schedules, sample sizes, 
and related costs for benefit 
monitoring and evaluation 
and after completion of 
public works (TA 1897-LAO) 

– – 
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 System for monitoring the 
value of contracts and unit 
rates for items of work; 
streamline process for bid 
evaluation, variation orders, 
and payment of invoices; 
program for project 
monitoring; computerize all 
management information 
system and model contract 
documents (TA 1897-LAO 
and 2389-LAO) 

Under the first TA, 
procedures and 
documentation were 
developed for procurement, 
contract management, 
project accounting, and 
auditing. The second TA 
was meant to implement the 
model documents and 
provide training. 

The system was set up, but 
during TA implementation 
only one staff in a secretarial 
function was assigned to the 
unit. Files with hard and 
electronic copies of model 
contracts, etc., were handed 
over at TA completion. The 
system was not managed 
and some of the documents 
have disappeared.  

c. HR Management TA 2389-LAO: training 
program for (i) contract 
procurement; (ii) role of 
MCTPC as employer under 
LCB procedures; 
(iii) operation of contracts 
under ICB/LCB procedures; 
(iv) accounting procedures; 
and (v) computer-based 
program and project 
management monitoring; 
(vi) project coordination of 
ADB-financed road projects; 
and (vii) conduct of brief 
seminars on procurement 
matters. 

The TPAR (2003) found that 
the agency continued to 
provide training courses in 
several fields. 

FGD participants 
recommended that training 
funds should be used to 
finance the internal training 
institute rather than costly 
foreign experts. In such way, 
the duration of training could 
be extended and the 
frequency increased. The 
method of training trainers 
was appreciated, as it 
enabled the ministry to train 
staff at subnational level. 

d. Financial 
Management 

Road maintenance fund 
(1795-LAO) 

A road maintenance fund 
has been established with 
the assistance of the World 
Bank and contributions of 
ADB. However, collections 
are limited due to the small 
vehicle fleet and difficulties 
in enforcing, for instance, 
heavy vehicle levies. The 
TPAR (2003) found that the 
estimated requirements to 
maintain the entire road 
network by far exceeded 
budgeted collections. 

No further update. 

 Internal accounting and audit 
procedures (project and 
ministry level); centers for 
accounting and audit 
activities (TA 2389-LAO) 

– Concerns were raised that 
international standards for 
auditing (part of World Bank 
training) did not comply with 
laws and standards in the 
Lao PDR. 
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A.  Operating Environment 
1. Social Capital 
a. Community-
relations and 
participation 

Community awareness 
programs that each 
project/agency should 
undertake.  

Project progress and 
completion reports provided 
details on community 
awareness campaigns 
undertaken under each 
project. 

The project built capacities 
of agencies to interact with 
communities. However, the 
objective was not fully 
attained. The agencies need 
time to adjust and find their 
own approach, while 
communities need time to 
understand and absorb. 

b. Private sector Contracting out of urban 
services to private sector 
suppliers. 

In the urban development 
sector, project completion 
reports stated that 
contracting services out to 
the private sector had been 
partly achieved, particularly 
in Vientiane where the 
private sector had taken on 
the job of desludging 
sanitary facilities.  

Each urban development 
and administration authority 
(UDAA) has contracted out 
several services, albeit ad 
hoc rather than for regular 
service provision. 

2. Frameworks 
a. Policy Comparative study on 

different options for local 
government and government 
policy for decentralization of 
urban development (TA 
2377-LAO and Loan 1362-
LAO) 

Accomplished. Decree 177/PM on the 
Organization of UDAA and 
Decree 14/PM on the 
Organization and Operation 
of Vientiane UDAA (VUDAA) 
were adopted in 1997 and 
1999 respectively. Additional 
instructions were required 
(and have been issued in the 
case of Vientiane) to 
transcribe the decree into 
operational practices and 
demarcate clearly roles and 
responsibilities. The “Local 
Authorities Law” was 
adopted in October 2003 
and is meant to clarify the 
roles of each organizational 
body. This most recent 
decree will also require 
further interpretation and 
instructions. 

 Policy on cost recovery for 
urban services (Loan 1362-
LAO and subsequent loans) 

Accomplished. The cost recovery policy has 
been stated in the decrees. 

b. Budget Allocation of resources (from 
the central budget) for land 
acquisition, resettlement, 
and O&M of urban 
infrastructure (Loan 1362-
LAO and subsequent loans 
to the urban development 
sector) 

– Resources were allocated as 
government counterpart 
funds. According to the 
Ministry of Finance, rural 
development and road 
transport were and remain 
the priority of the 
Government. 
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c. Legal Legislation to set up 
Department of Municipal 
Affairs, by-laws, regulations, 
rules, executive instructions, 
organization structure, 
staffing, and responsibilities 
at central level (Loan 1362-
LAO and 1525-LAO) 

Division of municipal affairs 
set up under Department of 
Public Administration, which 
is in the process of being 
elevated to a quasi-ministry 
and thus requires a certain 
number of divisions. 

 Legislation on land 
acquisition for urban 
infrastructure development 
and for land use planning 
(Loan 1362-LAO) 

The Project has devised a 
strategy, as reflected in the 
urban policy and 
organizational reform 
agenda and the 
corresponding project 
assistance under the 
capacity development 
component, to mitigate the 
risk of legal inconsistencies 
relating to structure of urban 
governance and a level of 
uncertainty from the use of 
decrees as a means for 
implementing reforms in the 
urban sector. 

01/97/NA Land Law (1997) 
provides the legal basis for 
the administration of land 
and the requirement to pay 
compensation in case of 
acquisition. It does not 
define zones for land use 
planning or makes 
provisions for developing 
zoning plans, although it 
prescribes that the allocation 
of construction land must 
adhere to a city plan. 

3. Interorganizational Relationships 
a. Hierarchy/ 
Relationships 
b. Cooperation 
c. Coordination and 
Communication 

Review of interorganizational 
relationship between 
Vientiane Urban 
Development Committee 
and other agencies (TA 
2377-LAO) 

– MCTPC and the Ministry of 
Finance (land title 
department) play roles that 
overlap or conflict with those 
of UDAAs. Multiple agencies 
need to be involved when 
urban infrastructure is 
constructed. Coordination 
and cooperation is not 
always smooth. In other 
areas, no organizations are 
responsible, which adversely 
affects UDAAs ability to 
perform their functions.  

B.  Organizational Development 

Vientiane Urban Development and Administration Authority 
1. Service Delivery 
a. Functions, clients 
and services 

Community awareness 
programs (Loan 1362-LAO) 

Project performance and 
completion reports stated 
that community awareness 
and participation was 
generated with the help of 
the social action program, 
which was designed by a 
consultant and implemented 
with the support of project 
funds. This secured broad 
based support (92 of 99 
villages). 

VUDAA initially faced 
difficulties because it was a 
new agency, and thus not 
well known. However, by 
now good collaboration has 
been established through a 
community worker in each 
village, who collects data on 
the development needs of 
the community.  
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 Capacity to undertake urban 
and corporate planning and 
capacities for project design, 
implementation, and 
management (Loan 1362-
LAO) 

The PCR stated that 
capacities had been built 
with the help of government 
through, among others the 
deployment of qualified 
personnel and training. 

VUDAA oversees urban 
development projects, which 
involve constructing urban 
infrastructure, and manages 
urban service provision, 
such as solid waste 
collection and septic tanks 
(see above for contracting 
the private for desludging). 

 Capacities to design, sign, 
and manage contracts for 
contracting service 
provisions to the private 
sector (Loan 1362-LAO) 

Routine maintenance was 
conducted by VUDAA, while 
improvement works were 
contracted out. 

Confirmed. VUDAA also 
indicated it was confident to 
manage private contracts, 
because it was involved in 
contract management under 
the project.  

b. Staffing 
- Consultants to 
perform line functions 
- Training staff of 
government agencies 
to perform tasks and 
duties independently 

– - Consulting services were 
provided to the project 
management units of loans 
1362-LAO and 1834-LAO to 
mitigate the risk of 
inadequate experience of 
counterpart staff. 
- Staff skills in urban 
planning were developed 
through the advanced urban 
planning program. However, 
skills of operations and 
maintenance staff were not 
developed.  

Consultants worked 
alongside VUDAA staff, 
often one consultant per 
division. While VUDAA staff 
had higher levels of 
educational backgrounds, 
concern was expressed over 
relevant technical 
qualifications. Scoring itself, 
VUDAA felt it had 50% 
capacity to fulfill its current 
functions.  

c. Technology, 
infrastructure, 
equipment 

Physical infrastructure 
outputs—several for 
drainage, water, roads, etc. 
(Loan 1362-LAO and 1834-
LAO). 

According to the PCR, most 
infrastructure under loan 
1362-LAO was built as 
planned with modification to 
the wastewater facilities, 
where the scope was 
reduced due to technical 
reasons and for a lack of 
demand. Loan 1834-LAO is 
still under implementation. 

As reported. The SES did 
not inspect physical 
infrastructure.  

2. Internal Management 
a. Structure and 
Management 

– – The organizational structure 
was set up according to 
project requirements and as 
codified in decree 177/PM. 
VUDAA is organizationally 
under the Vientiane 
Municipality and technically 
under MCTPC.  
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b. Work Processes O&M procedures, manual, 
and annual program (Loan 
1362-LAO) 

The PCR stated that 
capacities for O&M had 
been strengthened and that 
key VUDAA staff had 
adequate qualifications and 
experience, but that there 
was a shortage of skilled 
workers especially with 
experience in operating 
heavy equipment. The same 
report suggested a database 
was needed to keep an 
inventory of infrastructure 
(built under the project) to 
help anticipate and budget 
O&M needs. 

There are clear workflow 
procedures. Each division is 
aware of its duties. 
Assignments are undertaken 
according to orders and 
completion reported to 
senior levels. Regular 
reports must be submitted to 
MCTPC and the 
municipality.  

c. Human Resources 
Management 

– – HR management follows civil 
service practices. Problems 
were noted in selection and 
appointment processes, and 
dissatisfaction expressed 
with the remuneration, 
rewards, and promotion 
systems.  

d. Financial 
Management 

Resource plan (projections 
for capital and recurrent 
costs, sources of revenue, 
including debt recovery, debt 
servicing, and rationale for 
central government support, 
and mechanisms for cost 
recovery options) and 
financial management 
system, including planning, 
budgeting, and internal audit 
(Loan 1362-LAO and 1834-
LAO) 

The PCR of Loan 1362-LAO 
stated that cost recovery 
measures had been 
introduced, but that local 
resource mobilization still 
needed enhancing. The 
project progress report of 
Loan 1834-LAO reported 
that revenue sources had 
been examined and a time-
bound action plan had been 
developed to implement 
revenue reforms.  

VUDAA reportedly depends 
on project funds and 
government subsidies. 
Revenue sources are land 
tax (although the land titling 
department has not shared 
revenues from this source), 
levy on house construction 
(not yet collected), 
construction permits, sign 
board installation, soil 
transportation, parking fees 
(collection is the equivalent 
of about $7,300 per year), 
and fees for solid waste 
management. Currently, 
revenues do not cover 
expenditure, but VUDAA is 
expected to be self-financing 
from 2006 onwards.  

Urban Development and Administration Authority in Provincial Capitals 
1. Service Delivery 
a. Functions, clients 
and services 

Capacity to autonomously 
develop, manage, operate, 
and maintain all urban 
infrastructure services, 
including project design, 
implementation, and 
management (Loan 1525-
LAO) 

– Staff of UDAAs was not 
sufficiently involved in 
project design to have 
acquired these skills through 
the project. At present, 
service provision focuses on 
solid waste collection and 
septic tanks 

 Municipal planning system 
(TA 3331-LAO) 

– Plans were made under the 
project. No planning is 
undertaken, as investments 
depend on external finance. 
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 Community awareness 
programs (Loans 1525-LAO 
and 1994-LAO). 

The progress report of Loan 
1994-LAO mentioned that 
the risk of insufficient 
community cooperation was 
being addressed through 
civic awareness, community 
dialogue, and partnering 
programs. 

The UDAAs had initial 
problems similar to those of 
VUDAA. Public awareness 
campaigns have been 
undertaken, which are slowly 
increasing awareness and 
public participation in 
clearing and maintaining 
drains, and collecting solid 
waste within villages. 

b. Staffing 
- Consultants to 
perform line functions 
- Training staff of 
government agencies 
to perform tasks and 
duties independently 

– The progress report of Loan 
1994-LAO stated that the 
risk of insufficient and 
inadequate staffing was 
being mitigated. 

There was dissatisfaction 
with the quality of consulting 
services. Consultants tended 
to be in project locations for 
short periods of time and 
thus did not fulfill line 
functions.  
Staff was transferred from 
other agencies, some more 
experience in the job 
requirements than others. 
Staffing levels are low 
against the number of 
positions that should be 
filled, although without 
workload assessment it is 
difficult to assess whether 
agencies are understaffed. 
Several positions are filled 
with temporary or contractual 
staff. Competencies of 
contractual staff are lost 
once they leave the agency. 
Training generally improved 
skills, but more training is 
needed in all areas. 

c. Technology, 
infrastructure, 
equipment 

Physical infrastructure 
outputs—several for 
drainage, water, roads, etc. 
Get status report from 
ongoing projects and use 
completion report for others 
(Loans 1525-LAO and 1994-
LAO) 

– Some issues were raised 
about some infrastructure 
(flood gates, drains, etc.), 
but the SES did not inspect 
all facilities or conducted a 
technical assessment. The 
number of vehicles required 
was calculated on the basis 
of a much smaller service 
area, therefore UDAAs 
experienced a shortfall in 
equipment. 

2. Internal Management 
a. Structure and 
Management 

Corporate plans (to be 
prepared with Norwegian 
bilateral assistance) (Loan 
1525-LAO). 

– The organizational structure 
was set up as per decree 
177/PM. UDAAs raised 
issues about the inadequacy 
of having a part-time 
president and suggested 
structural changes in the 
area of administration and 
finance, which should be 
placed under different 
management. 



 Appendix 7 

 

61

Capacity Building 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

b. Work Processes O&M procedures, manual, 
and annual program (Loans 
1525-LAO and 1994-LAO) 

The progress report of Loan 
1994-LAO stated that the 
risk of embryonic capacities 
of UDAAs in small towns, 
including the capacity for 
O&M, was being mitigated. 

UDAAs reported that they 
have clear workflows and 
procedures, including 
reporting structures. It 
remains to be seen whether 
these will be sufficient to 
ensure adequate O&M. 

c. Human Resource 
Management 

– – HR management follows civil 
service practices. Problems 
were noted in selection and 
appointment processes, and 
dissatisfaction expressed 
with the remuneration, 
rewards, and promotion 
systems. Training plans 
exist, but these will not be 
implemented unless external 
agencies fund them. Staff 
expected higher salaries, 
since UDAA was a project 
and were disappointed when 
normal government salaries 
were paid.  

d. Financial 
Management 

– The decree states that 
UDAAs are entitled to collect 
fees for service provision. 

Capacities have been built to 
prepare budgets and monitor 
expenditure. However, 
UDAAs have little influence 
over budget allocations from 
the Government. For 
physical works, UDAAs 
depend on the provincial 
government and the 
provincial arm of MCTPC for 
funding and execution of 
works. 
None of the UDAAs are 
profitable and barely cover 
operating costs, excluding 
salaries. Revenue collection 
was unclear, even though 
decree 177/PM listed the 
sources of revenues, UDAAs 
do not necessarily have 
collection authority and 
ability. UDAAs felt that the 
issue of financial 
management, including 
revenue collection, should 
have been taken up earlier 
in the project. Now, as the 
project is almost complete, 
UDAAs are ill equipped to 
manage without project 
funding. Not all clients are 
willing to pay for services.  



Appendix 7 

 

62

Capacity Building 
Framework 

Planned Outputs Reported Outputs Interviews and Focus 
Group Discussions 

Urban Research Institute 
1. Service Delivery 
a. Functions, clients 
and services 

Establish diploma course for 
urban development (Loan 
1362-LAO). 

– The diploma course was 
developed as an 8–9 month 
course with the assistance of 
international consultants 
who brought together the 
curricula of Canadian and 
Malaysian universities and 
the Asian Institute of 
Technology. The course was 
organized in the years 
1997–1999, but not since for 
the lack of funds. Some 
parts of the curriculum have 
been used in shorter 
courses that the Urban 
Research Institute organizes 
periodically.  

 Establish Geographic 
Information System (GIS) to 
strengthen map production, 
maintain capabilities, train 
staff, and prepare guidelines 
for optimizing use of 
installed GIS facilities. 

– The GIS was established, 
but without funding is not 
used. 

b. Staffing 
- Consultants to 
perform line functions 
- Training staff of 
government agencies 
to perform tasks and 
duties independently 

– – The course was given for 
four batches, first with 100% 
foreign lecturers, who 
simultaneously trained Lao 
PDR lecturers, and then 
phased out to 100% Lao 
PDR lecturers for the last 
batch. 

c. Technology, 
infrastructure, 
equipment 

– – – 

2. Internal Management 
a. Structure and 
Management 

– – – 

b. Work Processes – – – 
c. Human Resources 
Management 

– – – 

d. Financial 
Management 

– – The current funding 
arrangement makes the 
Urban Research Institute 
entirely dependent on 
transfers from the central 
Government (annual 
allocations are sufficient to 
organize 2 courses of 1–2 
weeks each per year) and 
funding from international 
organizations. 
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A.  Operating Environment 
1. Social Capital 
a. Community-
relations and 
participation 

Community awareness 
programs that each 
project/agency should 
undertake.  

Project progress and 
completion reports provided 
details on community 
awareness campaigns 
undertaken under each 
project. 

Community awareness 
campaigns are organized to 
increase the population’s 
understanding of clean water 
issues, water management, 
and payment of water bills. 

b. Private sector Contracting out of services 
to private sector suppliers. 

The PCR of Loan 1267-LAO 
stated that the covenant had 
not been complied with to 
contract out to the private 
sector Nam Papa Lao (NPL) 
functions such as (i) billing 
and collection, (ii) equipment 
and vehicle repair, 
(iii) reduction of nonrevenue 
water in Vientiane, and 
(iv) operation and 
maintenance in selected 
areas. 

None of the services have 
been contracted out, 
probably due to the lack of 
potential contractors. 

2. Frameworks 
a. Policy Water tariffs – Policies on water tariff try to 

balance socioeconomic 
needs (affordability and 
poverty reduction) with cost 
recovery. Provincial water 
supply companies (PNPs) 
raised these conflicting 
policies as problematic. 

b. Budget – – Government contributions 
are made to meet 
counterpart funds, but 
foreign loans (from ADB and 
other development partners) 
are onlent to NPL. 

c. Legal Regulations for septic waste 
management (Loan 1525-
LAO) 

– FGDs did not mention septic 
waste regulations, but 
uneven applications of other 
laws, such as labor law, 
business laws (and 
practices), taxation and 
fines, and environmental 
laws. 

3. Interorganizational Relationships 
a. Hierarchy/ 
Relationships 
b. Cooperation 
c. Coordination and 
Communication 

Organizational framework for 
water supply and sanitation 
(WSS) service providers to 
ensure optimum use of 
limited resources (TA 1606-
LAO). 

– See Water Sector Authority 
below. 
Other areas of overlap or 
potential synergies not 
addressed through loan or 
TA projects. 
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B.  Organizational Development 

Water Sector Authority 
1. Service Delivery 
a. Functions, clients 
and services 

Regulatory framework for 
urban water supply sector, 
including setting up a 
regulatory authority for the 
water sector authority 
(WASA) (Loan 1710-LAO) 

37/PM Decree (1999) 
established WASA as a 
regulatory body responsible 
for (i) developing a strategic 
plan for WSS management 
systems; (ii) directing the 
implementation of the WSS 
policy; and (iii) setting the 
norms, regulations, and 
technical standards and 
techno-economic 
specifications of WSS 
systems. According to the 
PCR of Loan 1267-LAO, 
WASA and NPL were 
“making concerted efforts to 
help strengthen the capacity 
of each PNP by providing 
technical assistance and 
training of PNP staff.” WASA 
was also responsible to 
ensure that no water supply 
system had a tariff less than 
that required to meet O&M 
costs. 

The establishment of WASA 
was necessary when PNPs 
became independent from 
NPL, which used to be the 
executing agency for loans 
to the WSS sector. While 
having a regulatory function, 
WASA became the PMU for 
WSS loans to provincial 
towns.  
In 2003 PMU functions 
moved (with the head) from 
WASA to the Department of 
Housing and Urban 
Planning, while WASA is 
supposed to focus on 
regulatory functions. 
 

b. Staffing – – Currently, WASA has five 
staff, but hopes to hire 
additional three staff for 
regulatory work, and 
eventually have 20 positions. 
This staff strength was 
determined by the number of 
provinces rather than based 
on the type of work or 
workload that needs to be 
done. When WASA was the 
PMU for loan projects, it had 
15 people (including 
consultants and contractual 
staff). An international 
consultant is doing 
regulatory work, including 
WASA’s charter and the 
water policy for the Lao 
PDR. The policy is the basis 
for the tariff policy, which is a 
loan condition, thus the 
Government is under 
pressure to endorse it.  

c. Technology, 
infrastructure, 
equipment 

– – – 
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2. Internal Management 
a. Structure and 
Management 

Independent regulatory 
authority. 

– WASA was established 
under MCTPC and therefore 
not an entirely independent 
authority. In 2003, the head 
of WASA became the head 
of the Department of 
Housing and Urban Planning 
within MCTPC. WASA now 
reports to this department 
rather than the ministry level. 

b. Work Processes – – – 
c. Human Resources 
Management 

– – – 

d. Financial 
Management 

– – – 

Nam Papa Lao and Provincial Nam Papas 
1. Service Delivery 
a. Functions, clients 
and services 

Community awareness 
programs (Loan 1122-LAO 
and all subsequent loans to 
the WSS sector) 

According to the PCR of 
Loans 1190-LAO and 1267-
LAO, Nam Papa Lao (NPL) 
established a public relations 
unit that undertakes 
awareness campaigns on 
several topics and has been 
effective in increasing 
awareness. 

NPL conducted awareness 
programs and education 
programs. Communities also 
participated in the financial 
costs of new systems, 
contributing between 50–
70% of total construction 
cost. Provincial Nam Papas 
(PNPs) reported reasonable 
interaction with communities, 
the main problem being 
complaints about water 
tariffs (see financial 
management below). 

 NPL’s capacity for planning, 
designing, constructing, 
operating and maintaining 
water supply systems (TA 
1987-LAO). 

Project completion and 
evaluation reports stated 
that NPL’s capacities had 
been strengthened, but also 
continued to flag capacity 
weaknesses and the need 
for continued capacity 
development assistance and 
substantial organizational 
support to ensure 
appropriate design and 
transfer of technical know-
how. 

According to decree 
2010/15, service coverage 
should be 80% of 
Vientiane’s population, but 
NPL estimated it at 45–50%, 
although with a per capita 
water consumption of 180–
200 liters per day. Water 
losses are 30–32%. PNPs 
did not report coverage rates 
(percentage of households 
connected to the water 
supply system), but that 
there was unmet demand. 
Water quality and water 
losses were reported, but 
without quantified data. 

 NPL’s capacity to provide 
training and technical 
support to PNPs, while 
PNPs should have the 
capacity for planning, 
designing, constructing, 
operating and maintaining 
water supply systems 

The PCR of Loan 1267-LAO 
(2000) suggested that NPL 
needed equipment, facilities 
and training of trainers 
programs to successfully 
fulfill its mandate of training 
PNP staff.  

NPL has a training center 
that is assisted by external 
resources (e.g., Belgian and 
French bilateral assistance), 
as it otherwise does not 
have sufficient resources to 
organize courses regularly. 
Trainers include international 
consultants and NPL regular 
staff. 
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b. Staffing    
- Consultants to 
perform line functions 

– The PPAR of Loan 1122-
LAO (2000) reported 
frequent changes of the 
PMU head, which left 
decision making and 
management functions to 
the consultant. 

NPL was the agency with 
the highest response rate for 
experience with long-term 
consultants. However, the 
SES could not determine 
whether these consultants 
performed line functions and 
how effective their capacity 
development work was. 
PNPs have not had long-
term consultants. 

- Training staff of 
government agencies 
to perform tasks and 
duties independently  

– ADB provided on-the-job 
guidance and support to 
project staff and NPL 
management. Structured 
training programs were 
provided in Manila to key 
NPL staff (PCR: Loan 1190-
LAO, Mar 1999). 

NPL considers that its 
staffing level is too low on 
the production side. For 
instance, water bill collectors 
need to cover 1,000 meters 
per month. Contrary to World 
Bank recommendations to 
reduce staff, NPL intends to 
increase staff in technical 
areas, but also introduce 
possibilities for paying water 
bills via commercial banks or 
financial services of the 
postal system. Insufficient 
number of staff is technically 
well qualified, even though 
many have received 
extensive training organized 
by NPL with and without 
external assistance. 
PNPs reported that they had 
sufficient staff numbers 
(except one PNP), but that 
many had acquired their 
skills and knowledge by 
working with older staff. All 
PNPs identified training 
needs across a range of 
areas (financial 
management, planning, 
technical aspects). 

c. Technology, 
infrastructure, 
equipment 

Physical infrastructure 
outputs—several for 
drainage, water, roads, etc. 

PCRs and PPARs indicated 
major variations to the 
originally planned physical 
infrastructure, including 
different choices of 
technology, extensions in 
pipelines, and increased 
numbers of household 
connections. These 
variations were made to suit 
local conditions. 

NPL complained that a lot of 
the physical infrastructure 
was 35–45 years old, 
explaining high water losses 
(30–32%). Only a few 
meters existed and those 
that do are not functioning 
well. External assistance is 
being provided by Belgium 
(for the training center) and 
Japan (for water treatment 
plants). 
PNPs complained about the 
lack of leak detection 
equipment, lab materials for 
water testing, and equipment 
for major repairs. 
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2. Internal Management 
a. Structure and 
Management 

Organizational diagnostic of 
NPL (TA 1606-LAO) and 
build corporate planning 
capacity (TA 1987-LAO) 

According to PCRs and 
PPARs of Loan 1267-LAO, a 
series of workshops on the 
principles and applications of 
corporate planning were 
conducted to enable NPL 
staff to periodically update 
the corporate plan. The 
evaluation of Loan 1267-
LAO (2000) stated that the 
TA assisted in preparing a 
long-term rolling plan, 
recommended short-term 
measures to implement the 
plan, and made necessary 
organizational changes. 
However, the evaluation of 
1122-LAO (2000) also 
reported that organizational 
strengthening had not taken 
place and that NPL had not 
played an important role in 
strategic decision making.  

Management problems were 
raised during key informant 
interviews, with limited 
strategic planning due to a 
lack of appropriate skills and 
required vision. In addition, 
NPL and/or ? PNPs operate 
in an environment of strong 
limitations. Major technical 
decisions (e.g., to upgrade 
systems or introduce new 
technology) remain 
dependent on external 
support that come attached 
to (external) planning and 
decision making. The latest 
master plan was prepared 
with Japanese bilateral 
assistance and prioritized 
investment projects. 
Financial decisions are 
subject to other authorities 
(see financial management). 

 Give NPL the status of a 
corporation, possibly through 
PM decree, operating 
procedures, independent 
board of directors, and 
assessment of out-
contracting opportunities 
(costs and benefits) etc. (TA 
1987-LAO). 

The PPAR of Loan 1122-
LAO (2000) stated that the 
TA’s proposals for 
reorganizing NPL were 
ignored by the Government 
(as it had not been consulted 
sufficiently). Instead, the 
Government opted to make 
provincial water supply 
agencies independent of 
NPL.  

Since 2001, NPL has been 
placed under the Vientiane 
municipality, which resulted 
in a different reporting 
structure, but has not 
changed any of the day-to-
day work.  
PNPs are independent of 
NPL and integrated into the 
provincial structure (i.e., fall 
under provincial governors). 
Neither have an independent 
board of directors and out-
contracting is not 
undertaken. 

 Operational framework for 
decentralized management 
of water supply (Loan 1710-
LAO). 

 NPL’s role under 
decentralization is to provide 
technical support and 
training to PNPs. WASA 
plays a regulatory role (see 
WASA above). 

b. Work Processes NPL integrated MIS (Loan 
1987-LAO). 

At project completion of 
Loan 1190-LAO (1999), the 
MIS was not functioning as 
such. Reports were not 
produced routinely or timely, 
nor was sufficient staff 
assigned to operate the 
system, which was not 
integrated with requisite 
commercial information. 

There was no updated 
information on the 
management information 
system beyond details on 
the financial system (see 
financial management). 
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 O&M manuals, including 
nonrevenue water programs 
(Loan 1122-LAO and TA 
1606-LAO); 
O&M capacities of PNPs 
(Loan 1710-LAO). 

The PCR of Loan 1267-LAO 
(2000) reported that further 
assistance to PNPs was 
needed, as their O&M 
capacities were insufficient 
to meet requirements under 
the decentralized system.  

French bilateral assistance 
is currently provided for 
training in nonrevenue 
water. The reduction of 
nonrevenue water would 
require infrastructure 
investments to have a major 
impact.  
There is no library of 
manuals, and existing 
manuals are incomplete and 
insufficient to cover all 
technical aspects and areas. 
Control devices are basic. 

c. Human Resources 
Management 

Develop in-house training 
courses, including analysis 
of skill requirements and 
shortcomings, training 
manuals and detailed 
training curriculum, training 
aids and equipment (TA 
1606-LAO). 

The PPAR of Loan 1122-
LAO (2000) reported that a 
training center had been 
established at NPL, but that 
it was not sustained due to a 
reorganization and staff 
movements that left the 
training center without 
permanent staff. 

With the reorganization of 
NPL (decentralization of 
PNPs), the training function 
has become a service of 
NPL to PNPs. As discussed 
above, the training center 
depends on external support 
to run training courses.  
NPL/PNPs feel that they 
have an appropriate human 
resource management 
system. Selection and 
recruitment follows public 
service regulations, and 
agencies face major 
difficulties in replacing 
technically qualified staff 
(because of an insufficient 
supply from the general 
education system). Monthly 
salaries are higher than in 
the public service, although 
staff expressed concerns 
about inadequacies to meet 
living costs and lower salary 
levels compared with other 
SOEs. Additional benefit 
packages existed and 
compensated at least partly 
for the other dissatisfactions 
with remuneration.  
NPL/PNPs have training 
plans, but depend on 
external agency support to 
finance them. NPL’s training 
program is currently 
financed with Belgian 
bilateral aid. PNPs have no 
separate budget for training 
and often struggle to meet 
travel costs even when free 
training is offered by NPL. 
NPL Pakse is the only 
agency with sufficient 
revenue to have a training 
budget. 
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d. Financial 
Management 

Tariff study for water 
services (TA 1606-LAO), 
including a methodology for 
future determination of water 
tariffs and connection 
charges. 
Automatic tariff increases for 
water supply services and 
improved financial 
management (Loan 1267-
LAO and TA 1987-LAO). 

The PPAR of Loan 1122-
LAO (2000) found that water 
tariffs had been reviewed 
and several 
recommendations for cost 
recovery were implemented 
including introducing 
separate tariffs for Vientiane 
and the rest of the country. 
In 1998, responsibility for 
tariffs was transferred to the 
provincial governments 
along with responsibility for 
water supply. However, 
revenue was insufficient to 
cover operating expense, 
depreciation, and interest 
payments; the water utilities 
reported losses in 1998 and 
1999 on the income 
statement. The lack of 
financial viability is already 
affecting the operation of the 
water supply systems 
through neglect of necessary 
maintenance. 

NPL proposed in 2002 to 
increase the tariff from an 
equivalent $0.06 to $0.08 
per cubic meter. However, 
NPL estimates it would need 
to raise tariffs to $0.21 
equivalent to meet O&M 
costs and build reserves for 
expansion and rehabilitation 
of the system.  
Water rates in provincial 
capitals are as high as $0.21 
per cubic meter, which 
reflects the higher operating 
cost of smaller WSS, but not 
the fact that the average 
ability to pay would be 
higher in Vientiane. PNPs 
received customer 
complaints about high water 
tariffs and do not see any 
scope for increasing tariffs 
further, although increasing 
electricity prices might 
necessitate a tariff increase 
in the near future. 

 Financial management 
system, including 
computerized system, and 
improved financial 
management skills through 
training, etc. (starting with 
Loan 1122-LAO and 
continued with all 
subsequent loans); 
Financial management 
capacities of PNPs (Loan 
1710-LAO). 

PCRs stated that a financial 
management system, 
including audit, had been 
built and capacities had 
been strengthened. 
However, the PPAR of Loan 
1122-LAO (2000) found that 
assistance had not been 
effective in developing a 
financial management 
system of international 
standards, and that staff 
skills had not been 
developed sufficiently. 

The technical assistance 
reportedly converted the 
previous financial 
management system into a 
computerized format without 
much change to the system 
or procedures. PNPs use the 
same financial system as 
NPL. There is a general 
sense to manage finances in 
terms of entering billing, 
revenue, and expenditure 
data into the computerized 
system, but there are limited 
capacities to analyze and 
manage the finances of the 
PNPs. This situation is partly 
due to competences 
(analyses of financial data 
and making financial 
management decisions), but 
also partly due to limitations 
to improve tariffs or collect 
outstanding debts from 
public sector clients. For 
instance, NPL reported 
outstanding debts from 
public buildings (e.g., 
Ministry of Defense and 
National University) that 
cannot be cut off in spite of 
such policy for nonpayment. 

 
 



Management Response on the Special Evaluation Study  
on Capacity Development Assistance of the Asian Development Bank  

to the Lao People’s Democratic Republic 
 
 
 
 On 5 August 2004, the Director General, Operations Evaluation Department, received the 
following response from the Managing Director General on behalf of Management: 
 
1. Management supports the OED report’s recommendation that a more systematic 
approach is needed to improve the effectiveness of ADB’s capacity development assistance. In 
order to mainstream capacity development into ADB operations, Management established a 
working group on capacity development in April 2004. The working group has incorporated the 
findings and recommendations of this report. In addition, the revised Poverty Reduction Strategy 
(PRS) approved in July 2004 included capacity development as a thematic priority. 
 
1. On Lao PDR, several country specific initiatives are being planned or ongoing. The 
governance assessment in 2004 and the proposed public administration reform program loan in 
2006 will identify country-wide systemic issues on capacity development and address concerns 
on the incentive systems of public services in Lao PDR. A comprehensive needs assessment 
for capacity building in environmental monitoring is currently being conducted and a medium 
and long-term capacity building program will also be prepared. The issues raised in the SES 
report will be further addressed in the next CSP for Lao PDR in 2005.  



BOARD OF DIRECTORS 
DEVELOPMENT EFFECTIVENESS COMMITTEE 

 
Chairperson’s Summary of the Committee’s Discussion  

on 29 September 2004  
of the Special Evaluation Study on Capacity Development Assistance of the Asian 

Development Bank to the Lao People’s Democratic Republic 
 
 
 
1. The meaning and evaluation of capacity development assistance by ADB has been of 
special interest to the DEC for a long time. This interest has been heightened by ADB’s formal 
adoption of a managing-for-development results agenda. In particular, the DEC has continuously 
discussed issues of sustainability of the benefits of such assistance; capacity substitution should 
not be mistaken for capacity development. There remains a wide range of views and concerns on 
the subject, and so the committee welcomed the opportunity to review ADB’s role in capacity 
development in a concrete, country-specific context 
 
2. The DEC appreciated the insightfulness of the special evaluation study and considered the 
findings of high importance for Management consideration. The DEC also considered the findings 
to be universally applicable to other countries tackling capacity development. The DEC endorsed 
the lessons learned, key issues, and recommendations for consideration in ADB’s future capacity 
development assistance. The DEC was informed that the regional department accepted the 
study’s findings in full. DEC members expressed the hope that were the same special evaluation 
study to be carried out again in the future, any lessons and issues to be diagnosed would not be 
the same ones as in this year’s study. 
 
3. The DEC noted that the study had to deal with the problem of inadequate basic data and 
indicators that could have more clearly defined the capacity development objectives and desired 
outcomes for ADB’s assistance. For instance, the rigor exercised at the planning stage for 
technical assistance projects had been inconsistent. Therefore, the study was not able to 
systematically establish if ADB’s assistance had been efficient and effective. However, the 
findings indicated that the capacity development assistance during the period 1990-2003 had 
significant relevance and that there were success stories in several areas in Lao PDR. 
 
4. Some DEC members considered that the study pointed to a deficiency in professional and 
technical management in ADB, because necessary adjustments and corrections could have been 
made either at design or implementation stages but were not. Such questions of internal 
accountability could have been addressed by the study more adequately. If there was an issue of 
appropriate technical resources or capacity in ADB to plan and supervise the capacity 
development assistance, then this was an important input to ADB’s human resources strategy. 
 
5. While acknowledging the response from Management, some DEC members thought it 
was too open ended in delegating the proposal of actions to a staff working group. At the meeting, 
the committee was briefed in greater detail on the terms of reference of the working group. The 
working group had been integrated into the work program of the Regional and Sustainable 
Development Department (RSDD) and its recommendations for better mainstreaming of capacity 



development into operations were expected to be implemented ADB-wide. It was tasked to 
develop a definition and results-oriented framework for capacity development assistance, which 
would include a diagnostic tool reflecting suggestions from the OED study. A medium-term action 
plan for 2005-2009 was planned for Management approval in March/April 2005. The DEC asked 
that it be regularly updated on the progress.  

 
 
 
Jusuf Anwar 

 
Chairperson  
Development Effectiveness Committee 
15 October 2004 
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